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Final report of the gold team

Fifty-five years have passed since the Holocaust consumed the 41ivesl of millions of
Jews and non-Jews alike in the crematoria, gas chambers, and the killing fields of - |
Europe. For :as many years, religious leaders, scholar§ and politicians focﬁsed.their
intellecmél attention and remembrance activities on the unfathomable nature of the
human losses, the wholesale devastation pf entire communities. But they did not address
the sordid question of the Nazis’ wholesale thefts of public and private property that once
belonged to Jews and other victims of Nazism. The most opprobrious thefts involved the
éonﬁscation of gold valuébles from European Jews before'fhey were dehumanized,
‘deported and massacred by the Nazis and their collaborators.'

The Presidential Advisory Commission’.on Holocaﬁst Assets in the United States
(PCHA of the Commission) assembled a Gold Team tQ expand on two landmark reports
prqduced in 1997 and 1998—the Preliminary Report ‘(Slany I) and the Supplemenfal
Report (Slany II)._2 " The Commission charged the gold team with researching the
“collection and disposition” of “gold bullion, monetary gold, or similar aséets, after such
‘assets had been obtained by fhe Nazi government of Germany from governmental

institutions in any area occupied by the military forces of the Nazi government of

" Decree dated F ebruary 21, 1939, issued by the Reich Ministry of Economics, which required Jews to
deliver their personal property “to the appropriate organizations.” Gold coins and gold bars went to the
Reichsbank. Document No. 3951-PS, Office of Chief of Counsel for War Crimes, Statement of Albert
Thoms, May 8, 1946, RG 238, US Counsel for the prosecution of Axis Criminality, Entry 1, Box 209, File:
US evidence, NACP, 203552.

2 US and Allied Efforts to Recover and Restore Gold and Other Assets Stolen or Hidden by Germany
During World War II — Preliminary Study , May 1997 (Slany I) and US and Allied Wartime and Postwar
Relations and Negotiations with Argentina, Portugal, Spain, Sweden, and Turkey on Looted gold and
German External Assets and US Concerns. About the Fate of the Wartime Ustasha Treasury — Supplement
to Preliminary Study , June 1998 (Slany II).
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3 Gerrnany” which came “in @he possession of or under the cnntrol of the Board of
“Governors of the Fedefal ReSefve As‘ys‘tem orany F ederal Reséfve bank....”
The \Gold Team identiﬁed elevén queétions,( thé ansxi-vers tofwhicfh are summarized
below. The completé answe‘vrsﬂrto these questions ére in the main body of the text.
v Goldvpolicy of the United States |

Slany I and Slany II* did not discuss the context within which the United States
" government negotiated looted gold settlements with the neutral countries. In order to
fully appreciate the reasons for which the negotiations produced settlements representing
only a small portion of the actual amount of looted gold secreted in those countries, The
Gold Team studied the evolution of the US gold policy under the Roosevelt and Truman
administrations. At each milestone in the process of restituting monetary gold and in the
debate over victim gold, there loomed the overarching presence of the gold policy.

How did the gold policy of the United States government mfluence the
restitution of monetary gold after the Second World War’?

-The gold policy weighed heavily on decisions made by senior US officials at the
State, Treasury, and War Departments to promote early restitution of monetary
gold to countries that had lost all or part of their monetary reserves during the
war. There was little consideration given to return looted gold to.its rightful
owners, hence the principle of the gold pool from which monetary gold bars and
coins were distributed to claimant nations on a pro-rated basis.’ ‘

3 Sections 3(a)1(C) and 3(a)2(A), Public Law 105-186, 105" Congress June 23, 1998, US Holocaust
Assets Commission Act of 1998, 22 USC 1621.
4 US and Allied Efforts to Recover and Restore Gold and Other Assets Stolen or Hidden by German 1any
During World War II - Preliminary Study , May 1997 (Slany I) and US and Allied Wartime and Postwar
Relations and Negotiations with Argentina, Portugal, Spain, Sweden, and Turkey on Looted gold and
German External Assets and US Concerns About the Fate of the Wartlme Ustasha Treasury — Supplement
to Preliminary Study , June 1998 (Slany II).
* The US State Department considered for a short while a legal method of effecting restitution of looted
gold held in the neutral countries to its rightful owners. It proposed that the governments-in-exile of the
countries which had been stripped of gold by the Germans should initiate lawsnits in the courts of the
" neutral countries for recovery.of the gold in their possession. The State Department believed that this
strategy would strengthen the resolve of the neutral governments to “refuse the purchase of German gold
because title is actually questioned in their own courts.” Stettinius to US Embassy in London, August 30,
1944, Secret, RG 131, Foreign Funds Control, General Files, Box 388, File: Gold Note, NACP, 225876~
877.




DRAFT 06/30/00-NOT FOR CIRCULATION

How did the gold policy of the United States government influence the
possible incorporation of looted and victim gold in the monetarv reserves
of the United States?

Under the gold policy of the United States, the Treasury was allowed to purchase
_gold regardless of origin. American investigators at the end of the war produced
conclusive evidence that the Nazis had recast and refined the personal belongings
of Nazi victims into monetary gold bars and coins for sale to foreign countries.
The type of bar most likely to contain victim gold was the Prussian Mint bar.
 Thousands of these bars found their way into the United States after the end of
the Second World War.

2/ Victim gold

Slany 1 addresses the question in basic terms.® There is a mention of the
possibility of looted or victim gold having entered the gold pool when the residual TGC
- gold at the FRBNY is discussed as the genesis of a campaign by the United States and
Great Britain in 1997 to ask the last ten remaining claimant countries to forgo their
claims and donate the bars to a humanitarian fund that will benefit the survivors of the
Holocaust and their families.

How much victim gold fell into the control and possession of the United
States in Europe during and after the Second World War?

The Gold Team was unable to answer this question for a variety of reasons.

" Firstly, Slany I and 11, relying on a study prepared by the Office of Special Investigations
(OS1) of the US Department of Justice, went to great lengths to demonstrate the
complexity of the question as it pertained to a single case study—the Melmer account at
the Reichsbank.” The discovery of the Melmer account at the Reichsbank and the
deciphering of the Reichsbank’s wartime gold bar ledgers conjured visions of bars
containing the melted-down chéemical residue of the personal belongings of Nazi victims..
From that time on, the United States govemment knew that among the thousands of bars

® Slany I, 182: "...the US Government knowingly contributed gold looted by Nazi Germany from individual
persecutees to the Gold Pool..."; Slany II, 174-175. However, no evidence was unearthed indicating that
any US official attempted to assay the gold bars added to the TGC gold pool. The Gold Team based its
research findings on the fact that Prussian Mint bars, Degussa bars and unmarked gold bars were the most
likely to contain victim gold. See Appendix C1.

7 In Slany I, the Final Inventory of SS shipments of the Melmer ‘Account captured at Merkers provided
approximate weights for types of items. The FED counted 6,427 coins in August 1945 (see footnote 26:
Memo from Lt. Col. H.D. Cragon, Chief of Currency Section Section to Bernstein, Dir. of Financial
Branch, G-5, USFET, “Gold Coins in SS Loot,” Aug. 20, 1946. NACP RG 260. Entry Finance, Box 463,
File: 960.15. The Gold Team research produced another count: 8643 coins, 68,943.2 gross weights,

- converted to 1,997.845 fine ounces, valued at $69,924.57 (not included in Howard Report). Schedule F:
Gold I FED. gold coin inventoried by FED (not included in Howard Report). NACP RG 260, Entry
Finance, Box 533, File: Holland Capital Levy). Also mcludes gold coin from Buchenwald (Shipment 16)
523 coins, $4,339.68. same Schedule F.

H
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and hundreds of thousands of gold coms slated for restitution to clalmant countries lay un
undetermmed amount of victim gold.®

3/ © Law 53 gold

Slany I and Il bareiy mention Law 53 gold.” Although both studies indicate that
Law 53 gold ended up at the Federal Reserve Bank of New York (FRBNY), they do not
address the ultimate disposition of that gold in the postwar era. 10

& Rosenbaum to Eizenstat, March 10, 1997, Papers of the Office of the Historian, US Department of State.
" An unspecified percentage of gold coins found at Merkers and later transferred to the TGC came from
victims of the Nazis. Gold coins stolen from individuals financed Nazi operations in the neutral countries.
In Spain, for example, “the German Embassy in Madrid regularly used looted coins and ingots, some of
which came from individual victims, to fund its operations during the War.” The State Department '
believes that some of these victim coins ended up in the Spanish Institute of Foreign Exchange (IEME).
After the Allied settlement was signed, the IEME used looted gold to guarantee commercial loans made by
~ New York banks to the Spanish government. Rita Baker to Bennett Freeman, June 25, 1998, “Research and
Remembrance: The U.S. and Allied Wartime and Postwar Negotiations with Spain and other neutral
countries regarding looted monetary gold and other German assets,” p. 7, Office of the Historian, US
Department of State.
® Slany I, 179-180, fn. 77: Telegram 5528 from HICOG Frankfurt, Jun. 27, 1950. NACP RG 59, Decunal
Files 1950-54, Lot 70D516, Box 14, File: 200.6241 Gold/6-2750; Telegram 128 from Brussels, Jul. 27,
- 1950, NACP RG459, Decimal files 1950-54; Lot 70D516, Box 14, File: 200.6241 Gold 7-2750; Telegram
739 to HICOG Frankfurt, Jul. 28, 1950 and State Department memo from Baker to McDiarmid, Jul 17,
1950. NACP RG 59, Decimal Files 1950-1954, Lot 70D516, Box 14, File: 200.6241 Gold/6-2750; Letter
and Telegram exchanges between British Embassy in Washington, DC, and the Forelgn Office, Jul. 14, Jul.
31, Aug. 8-and Aug. 16, 1950, copies supplied by the British Embassy.
"% The office of the US High Commissioner for Germany (HICOG) contacted the TGC to inform it that
gold collected under Law 53 was forthcoming and forwarded a list of the gold bars, gold coins and other
gold. When the schedule of Law 53 gold circulated in 1952, neither the TGC nor the Federal Reserve Bank
nor the Departments of State and Treasury questioned the inclusion of this gold into the pool. The United
States, the United Kingdom and France quickly approved its inclusion in the gold pool. The FRBNY
notified the TGC on February 26, 1952, of the receipt of the gold. The gold coinage consisted of 934 US
coins and more than 8,800 coins from seventeen countries, including Germany. The gold bars included ten
Prussian State Mint bars, 386.5 bars of varying sizes from the Deutsche Gold- und Silber-Scheideanstalt
Vormals Roessler (DEGUSSA) and 123 bars of varying size and shape of unknown origin. A large
proportion of the non-US coins were evaluated as having some numismatic value. Some of the other gold
coins, not of numismatic value, were eyed by Treasury Secretary John W. Snyder who considered
acquiring them but decided against it. Except for four “good delivery” bars, all the items from this
shipment were sent to the US Assay Office for conversion. Because of the multiple operations required by
the unusual forms of gold in this lot, the gold was entered into the TGC’s account in two parts: 19,116.412
Troy ounces of fine gold on June 24, 1952 and 20,795.845 Troy ounces of fine gold on October 3, 1952.
Paper submitted by the Federal Reserve Bank of New York to the London Conference on Nazi Gold,
December 2-4, 1997, Papers of the Office of the Historian, US Department of State. Telegram Department
of State to Brussels for Fox, November 13, 1951, NACP, RG 84, Entry 2113N, Box 3 [206641]. Letter
K.A. Keyserlingk to Homer S. Fox, December 11, 1951, with attached list of gold, NACP, RG 59, Entry
5382, Box 5 [201758-761]. Letter K.A. Keyserlingk to Homer S. Fox, with attached list of gold, NACP,
RG 84, Entry 2113M, Box 5 [206425-431]. Letter TGC Commissioners to FRBNY, January 25, 1952,
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‘What happened to the Law 53 gold (gold surrendered as foreign exchange -
assets by German citizens after the surrender of the Third Reich under US

- Military Government Law No. 53) that fell underthe control of the United
States government‘? :

Law 53 gold was also charactenzed as non—monetary monetary gold—a category
= Of gold for which the US military and the State Department were unable to define a

" coherent restitution policy. Most of the Law 53 gold was deposited in the vaults of the
former Reichsbank branches. Somie of it was transferred to the Foreign Exchange - - - -
Depository (FED) in Frankfurt, Germany, and then re-deposited in a German bank. The -
Gold Teamalso know that a small amount of Law 53 gold was shipped to the Federal
Reserve Bank of New York as part of a restitution distribution of monetary gold. And
there are rumors that have not been verified that the Inter-Governmental Committee on
Refugees (IGCR) asked the US military authorities in Germany to transfer this gold to
them for rehef and rehablhtatlon purposes.

4/ The Ustasha gold

Slany i gave a general appraisal of the crrcumstances under whlch senior Ustashl, :
officials of the former puppet government of Croatia spmted away gold stored in the
* State Bank of Zagreb. It also hints at the possible commingling of victim gold taken
- from Ustashi victims in the outbound removal of part of the Croatian state treasury
- With the assistance of officers of the US Counter-Intelligence Corps (CIC), the fugitive
Ustashis escaped from their refuges in Austria to Italy. From there, Vatican officials
aided the Ustashis in resettling in Argentma supposedly thh a portlon of the Croatian
treasure : .

What was the exéct nature of relations between the Croatian Ustashis and.
- United States intelligence and how did that relationship determme the fate
“of the qold that the\f stole from the Croatlan Treasurv'?

NACP, RG 59, Lot 62D115, Box 9 [211611]. Telegram, Bonn to Secretary of State, February 14, 1952,
NACP, RG 56, Entry 69A7584, Box 4 [202254]. Telegram US High Comm. For Germany, February 16,
1952, NACP, RG 84, Entry 2113N, Box 3 [206636]. Telegram Bonn to Secretary of State, February 25,
1952, NACP, RG 56, Entry 69A7584, Box 4 [202253]. Telegram Department of State to HICOG,: *
February 27, 1952, NACP, RG 56, Entry 69A7584, Box 4 [202252]. Letter FRBNY to TGC, March 12,
1952, NACP, RG 84, Entry 2113M, Box 5 [211670-673]. Letter Norman P. Davis to TGC, March 13,
1952, NACP, RG 59, Entry 5382, Box 4 [201585-586]. -Memorandum of conversation, Otto F. Fletcher,

*. 'with Mr. Beddford, April 18, 1952, NACP, RG 59, Lot 62D115, Box 1 [211799-801]. The Gold Book of

the TGC, pp. 38 & 40, NACP, RG 59, Entry 5382 [211506 & 211508]. Report to the Governments of the
United States of America, the United Kingdom of Great Britain and Northem Ireland and France, Annex .
" 22, pp. 15-16, NACP, RG 59, Entry 5382, Box 3 [206856-857]. .

"' Slany II, xvii. A total of $80 million of gold was presurnably removed fmm the vrctrms of the
collaboratlomst reglme of Ante Pavelic. :
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A working partnership existed between elements of the United States intelligence
community in Germany, Austria, and Italy, on the one hand, and members of the
exile Ustashi community in exile in those countries, many of whom were
suspected of having committed crimes against humanity during the period of Nazi
occupation. This partnership was overseen at the highest levels of the Department

- of State and the War Department between 1946-1948 as part of a clandestine
operation to destabilize the Yugoslav government of Marshal Tito.'? US
intelligence officers were well aware that . the Ustashis maintained a lavish
lifestyle funded by the gold and jewels they seized from their victims but made no

- attempt to seize these items. They were also aware of the gold that the Ustashis
brought with them into Austria and Italy, but, here again, made no attempt to
seize it and transfer it to the FED in Frankfurt Germany

Did this monetary gold include victim gold?

The Office of the Historian at the Department of State recelved new mformatlon
from the Belgrade government after completion of Slany II which qualifies the
answer to this question.'> There was an undetermined amount of victim gold in
the hoard removed by the Ustashis in mid-1944. These funds were recycled to
finance anti-Tito activities in Italy and Austria and to support the exile of senior
Ustashi officials. But there is no way of providing an accurate amount of victim
gold that was incorporated into bars and coins. o

5/ Trlpartlte Comnussmn for the Restltutlon of Monetary Gold (TGC)

; Slany I'and II provide a well-rounded analysis of the TGC’s activities but fail to
address the ways in which the United States stymied the adjudication of specific claims.

How did the United States government influence the adjudication_of
monetary gold claims at the TGC?

The US government was responsible for the- gold pot principle and for
the formation of the TGC to administer the pool. The gold pool was, like
the settlements with the neutral, a means to make "tainted” gold acceptable on

"2 US intelligence officers helped in the resettlement of at least two high-level Ustashi officials—Mikola
Rusinovic and Oskar Turina—to the United States and to Argentina. In the Turina case, this former
Croatian consul in Vienna who had aided in the forcible removal of Serbian and Jewish communities
during the war, was allowed to walk out of his internment camp—Camp Marcus Orr, south of Salzburg, .
Austria—under orders from Captain Eric Waldman of the Munich-based 7821% Composite Group, which
had ties to the headquarters of the European Command (EUCOM) in Germany, and assigned to “positive
intelligence” missions against the Soviet Union and its new-found allies in Eastem and southeastern
Europe. Turina subsequently fled to Argentina,

" From Ron Neitzke to Dr. Slany, unclassified memorandum,The Ustasha Gold: Its fate and the allegation
of a link to the Vatican—Dr. Jere Jareb’s evidence and findings, January 7, 1999. Papers of the Office of
the Historian, US Department of State.
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the world market."* In-addition, the US delegate to the TGC, in service to US
‘economic interests, obstructed the claim for monetary gold submitted by Czechoslovakia,
delaying restitution for several decades -

6/ Gold deposits at the Federal Reserve Bank of New York (FRBNY)

Slany I and II do not address the role of the FRBNY in the execution of the gold
policy of the United States as it relates to the restitution of gold in the postwar era. Our
_research shows that the FRBNY applied the non-discriminatory nature of US gold policy

to the letter and accepted all forms of deposits of gold from any foreign central bank,
pursuant to Federal law. Some of these deposits included sub-standard bars that did not
meet “good delivery” criteria for monetary gold or bars the origins of which raised
concerns among some US officials who were powerless to do anything except to
document the presence of those bars in the deposit accounts at the FRBNY.

Did the FRBNY accept gold bars that contained victim gold? |

The answer to this question depends largely on how victim gold is defined in its
form. Prussian Mint bars are the most likely type of gold bar which would have .
contained refined, “monetized,” victim gold leaving a chemical signature in the
assay. Since the FRBNY accepted Prussian Mint bars and the US Treasury
acquired the refined versions of Prussian Mint bars, The FRBNY allowed bars
containing victim gold to be deposited in its vaults either on earmark or as
remelted US Assay bars containing victim gold, now twice recast once by thc
Prussmn Mint and once by the US Assay Office in New York."

If so, when was that gold deposited_at the FRBNY?

The earliest recorded instance of a Prussian Mint bar entering the FRBNY is in
1949. Moreover, 10 Czech bars containing victim gold went to the FRBNY in _
1952. The earliest recorded instance of victim gold entering the FRBNY in
another form—such as coins or refined bars from Switzerland—cannot be

4 US Ambassador to Portugal, Bernard Baruch, used the word “tainted” to describe looted gold suspected
of being in the possession of the Portuguese government. Baruch to Secretary of State, February 5, 1947,
Confidential, RG 59, Confidential Files, 1945-1949, 800.515/2-547, Box 4223, NACP.

' The Federal Reserve Bank of New York and the Treasury Department affirmed that to melt and treat
gold did not imply a transfer of title to the United States government as long as the caption “the receipt and
earmark of gold by the Federal Reserve Bank™ appeared on a receipt confirming the melt and treatment of
the gold. Hence, the FRBNY could accept any type of gold for re-melt and treatment. From D. J.Liddy to
Mr. Cameron, General license granted the Federal Reserve Bank of New York relative to gold transactions
for account of governments of central banks of Norway, Denmark, The Netherlands or Belgium, May 29,
1940, RG non-record reference materials, Box 2 Binder 6, File: Federal Reserve Bank of New York, Naxi
Assets, NACP, [ ].
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ascertained. But new evidence suggests that gold bars contammg victim gold -
might have been deposued at the FRBNY as early as 1939 and-1940. 16

For whose account if it was for the_account of a foreign central bank?

The Bank of Portugal was the first documented case whereby it shipped “Gold
Declaration” bars to its account at the FRBNY, which were then transferred to the

- account of the Bank for International Settlements. The Spanish government
opened an account at the FRBNY in 1950 in which it deposited Prussian mint
bars. The accounts of the Swiss National Bank and the Sveriges lesbank also
contained Prussian Mint bars as well as that of Argentma

7/ Us purchase of victim gold

Did the United States qovemment acqunre victim gold and mcorporate it
into its monetary reserves?

The gold policy of the Umted States did not differentiate between looted, victim,
and good delivery gold. The Gold Team did not find any evidence to support the
‘contention that United States officials responsible for coordinating and enforcing the gold
policy of the United States were aware of or concerned about the possibility that gold
bars and coins being offered for sale to the Secretary of the Treasury, through the Federal

' See page 1, footnote 1, supra. The Germans began melting down confiscated gold jewelry as of the first -
quarter of 1939. Swiss banks were avid purchasers of gold from Germany even at that early stage. There
was an active trade of gold between Switzerland and the United States up to the months preceding the
German invasion of Western Europe. Moreover, the Italians speculated on transshipments of gold by
purchasing gold from the Swiss and transshipping it to other points, including the United States. The
Italian central bank shipped more than 25 million dollars of gold in 1939 and 1940 to the FRBNY. W.H.
Rozell to Knoke, June 3, 1940, RG 82, Noen-record reference materials, Federal Reserve Bank of New
York, Box 1, Binder 3, NACP, 205378-380.

The Office of Special Investigations (OSI) of the US Department of Justice (DOJ), in its cntlcal
contribution to Slany II-—Annex I: New information about victim-origin gold at the Reichsbank-—pointed -
out that, in documents originating from the Deutsche Gold- und Silber-Scheideanstalt—Degussa—were .
notations “Jd”* , “Jdgold”, “Judengold” between 1939-1941. These notations inferred the Jewish origin of
gold items being sent to Degussa for smelting and refining into gold bars incorporated into the reserves of
the Reichsbank and slated for export, most likely to Switzerland, to obtain foreign exchange. Slany II, 182.

The possibility that gold belonging to individuals was shipped to the FRBNY by Swiss banks rests
largely on how to interpret the size of the amounts given by the FRBNY for these transactions. There were
eleven small shipments of gold from five Swiss banks and the Bank for International Settlements between
January 24, 1940,and June 24, 1940, for sale to the Assay Office. These shipments totaled $42,609, or an
estimated 1,217.40 troy ounces of gold at $35 per troy ounce.. Further research can verify the amounts and
the actual content of the shipments to determine whether these items belonged to individuals. *Gold sold to
Assay Office taken from F.R.B. reports and tentatively identified,” n. d., RG 56, Entry 75101, Box 39, File:
Gold tables and capital movements, 1940-1941, NACP. [ ]
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Reserve Bank of New York, contained trace amounts of recast gold items despoiled from
Nazi victims.'”

-8/ US military treatment of captured gold in Europe, 1944-1955.

Slany I touched on the question in a way that left many readers wondering the
true extent of the US military’s involvement in possible misappropriations of gold in
Germany and Austria after the war. The Gold Team has provided information about both
the caches and the Gold Bar and Coin inventories of the Foreign Exchange Depository
(FED) in a more simplified format so readers can easﬂy access information about cache
locations and content, as well as the TGC gold pool shipments and distributions witha
percentage for probable victim gold in the gold pool (See Appendix A).

- Did elements of the United States rhilitarv misappropriate_gold that fell into |
the control of the United States government during the perlod of mlll'[al'\f
occupation of Germanv and Austria?

Our answer is inconclusive because it is incomplete. The Gold Teamdeveloped
many leads regarding small and large misappropriations of gold bullion by elements of
the US Third Army in Germany and by US intelligence agents in Austria and Germany,
mostly belonging to the Counter-Intelligence Corps (CIC) and the Office of Strategic
Services (OSS). But additional research needs to be conducted and greater access given
to still-classified documents in order to bring full closure to this politically sensitive
issue.

9/ . Gold Declaration of February 1944

Slany I and II mention the Gold Declaration without placing that declaratlon in
the context of US gold policy.

How did the United States government enforce the Gold Declaration of
February 19447

- " The FRBNY summed up the gold policy in these terms: “...there has not been a single case in which the
United States has refused to buy gold on the grounds that it represented looted gold. In fact, the US
Treasury knowingly melted down and reissued as Assay Office bars a large amount of gold owned by the
Spanish government which contained gold bars which the Treasury knew to have been looted by the
Nazis,” Norman P. Davis to Exter, April 30, 1958, RG 82 Non-record reference matenals Federal Reserve

. Bank of New York, Box 2, Binder 4, NACP, 204989.
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Our research shows that the FRBNY conducted two inspections of bars deposited
into earmark accounts in the late 1940s and in 1955 to look for Pruss1an Mint bars
in earmark accounts. '

If not, why? ~

The pressure to maintain the unfettered flow of gold in the postwar world
undermined the enforcement of the Gold Declaration almost as soon as the
Treasury Department released it in February 1944. The Bretton Woods
Agreement of July 1944 reaffirmed the primacy of gold as an instrument of
international debt payments between nations. The United States settlements over
looted gold with Switzerland and Sweden overturned the key component of the
Gold Declaratlonﬁdeclanng invalid all direct and indirect transactions in gold
with the Axis.

10/ US negotiations on looted gold with the neutral countries, 1945-1958

Slany I and II focus on the history of these laborious negotiations over the restitution of
looted gold that the neutral countries acquired from the Axis. The two studies contribute
to our overall understanding of the gradual erosion of the negotiating stance of the United
States government and its final acceptance of less than desirable settlements. However,
these two studies do not go far enough in placing the settlements within the larger
framework of the United States gold pollcy asa determmmg factor in the outcome of
these talks.

Did the United States government_consider the fate of victim gold durihg
its negotiations to recover looted qold from SW|tzer|and Sweden Spaln
Portugal, and Turkey? , ‘

The answer is an unqualified no.

If not, why? -
The gold policy of the United States did not differentiate between bars and did not
base the acquisition or sale of gold on the basis of its origin. Moreover, the
restitution politics of the postwar era reduced to nil the concept of restitution to

~ individuals. The United States government affirmed the rights of nations over the
rights of individuals. Although US officials were aware of the fact that the gold

"® For reasons that are still not clear, George Eddy of the Treasury Department asked the Federal Reserve
.Bank of New York to discontinue its program of “ascertaining the origin of gold sold to the United States™
for all countries except Turkey, Argentina, Portugal, Spain, and Switzerland. As concerns the neutrals
themselves, Eddy ordered the FRBNY to “approximate” the origin of the bars under earmark in their
* accounts as a time-saving device. G. A. Eddy to the files, Subject: Investigation of source of gold bars
purchased. July 18, 1947, RG 82 Non-records reference materials, Federal Reserve Bank of NewYork, Box
2, Binder 5, File: Na:n assets, NACP, [ ]. R

10
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pool includéd unknown amoﬁnts of re;;ombined victim gold, they were adamant

in their belief that monetary gold even if it included traces of victim gold could

only be restituted to the pcntral banks of despoiled nations.

Reseﬁrch methodology

Recent l;n.istorical research conducted iﬁ part by the Qfﬁce of Spec.ial‘ |
Investigations of tﬁe Department of Justice and ‘inéluded in Slany‘I and II has revealed
that part of thisbprivaté‘ly—owned gold had been incorporated into the monetary reservés of
the Reichébank between 1939-1945 in.the form of gold bars and coins. The Nazis us'edv
this gold to acquire foreign exchange’which enabled them to purchase sfl;ategic materials
and commodities in neutral countries vital :to their;war\effort and continued survival.
After the war, some of this golci fhéde its way into fgreign central Banks, and, perhaps,
even in the Federal Reserve Bank Vof New York. The only way to ascertain the presence
of this “monetirzed” victim gold was thrdugh a comparison of lists of gold bars p'rodﬁced
by the Nazis which incorporated victim gold and lists of bars that were deposited on
earmark at the Federal Reserve Bank of ‘New York. Short of this information, The Gold |
Team could not\conclusively state that x number of bars containing “monetized” vicﬁm
gold enteréd the Fedefal Reéerv¢ Bank of New York. This infqrmation may also be
contained in the records of the US Asséy Ofﬁce; Recent efférts to lgcate them ha\.fc led
us to the US Mint facility ét West Point, NY. So far, The Gold Team is stiﬁ waiting for a
response ffom the US Minf whethef or nét these fecofds are extant. | |

| It Was not within the mandate of the Goid Team either to calculate the total -

amount of victim gold seized by the NaziS'fr(;m their victims. .For that reason, the Gold |
Team was not giyeﬁ a ﬁlandate té conduct research in the so-caﬂed Captured German

Records (Record Group 242) at the National Archives in College Park, MD. That
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research would have allowed'us to provide a reasonable set of estimates of thefts of - '
Avictir’n gold by the Nazis. .Howe{/er, the Gold Team produced an estimate in dollars and |
troy ounces of fine gold of victiin gold that‘ went from the Foyeign EXChange Depository
(FED) in Frankfurt, Germany, to the gold pool which the TGC ran from 1946 to 1998."
That institution was established for the specific purpose of 'restituti_n'g on a pro-rated basis
monetary gold to countries seeking compensation for the wa;tiine loss of part of their
« m’onetar»y‘ gold res.erves.”: | |

The Gold Team relied on documents m American archives to docoment the flow
of looted monetary gold from Europe to the Federal Reserve Bank of New York. Thns,
The Gold Team depended largeiy on the ability and willingness of Federal agencies of
the United States govemnment to retain pertinent records which would allow us to |
undertake this task and on their ability to monitof fhese gold flows d.uring the period ‘
under consideration.

The Gold Team reviewed tens of thousands of documents spanning dozens of
| record groups in several e.rchives,in the ‘United:States, including ’oneforeign archive. kThe
Gold Team adso relied on an arr'dyof .secondary éodrces to provide us with leads into tne

primary records and interpretat{ons of the historical evidence.

'® The argument put forth is that victim gold was incorporated into Prussian Mint bars, Degussa bars, .

unmarked bars, and coins. The United States government referred.to “looted gold™ as a generic expression

to mean any gold removed under duress by the Germans. However, it is more than likely that “looted gold”
referred mostly to central bank gold, and not to victim gold. Due to time pressures, the Gold Team’s

~ assessment of the percentage of victim gold incorporated into the gold pool did not include gold coins
amassed at the FED for restitution to claimant countries. However, it must be remembered that one of the

- main methods of recycling victim gold was through the production of monetary coins. Interestingly, the
US government, when it put its mind to it, was able to confirm the exact percentage of looted gold ina
resmelted gold bar. See in particular Nuccio, Berlin, to Secretary of State, Secret, February 26, 1947, RG
131, Foreign Funds Control General Files, Box 335, Pehle, John, NACP, 207916-917. *“Our report shows
that of 19,976,294.5 rough grams from Netherlands and 3,085,299 grams were looted from Belgium.
Therefore the resulting bars (series 881/939) contained minimum of 90.6 percent looted gold and even
hxgher percentage if looted mcluded in added fine gold is taken into account.” : '

12
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The research followed two avénues: 'looted monetary gold possibly containing
victim gold, subject to seizure and restitution in the Eﬁropean Theater of Operations, that
US troops %:aptured in Europe, and looted monetary gold including gold that might
contain viéﬁnﬁ gold which fell under the control and/or possessioﬁ of the United States

government at the Federal Reserve Bank of New York and the US Assay Office.”’ Most

20 Each country mints its own type of gold bars and coins to meet specific standards which allow these bars.
and coins to be integrated into monetary gold reserves. The United States accepts bars for purchase which
are US Assay Office bars. These gold bars, which if sold to the US Treasury, would be accepted at the US
Assay Office (New York) as a redeposit and command full and immediate payment. US Assay Office bars
are gold bars that are originally issued by the US Assay Office and that have not been mutilated and which,
if originally issued in the form of a melt, are re-deposited as a complete melt. These bars are not melted
and assayed. They weigh approxtmately 400 troy ounces, the ﬁneness of their gold content is .995 (99.5%
purity or better), and they come in complete melts.

- US Assay Office bars, like bars in other countries, are produced in melts or a series of bars,
numbered in succession. For instance, melt No. | contains 20 bars. Hence, the bars are stamped 1-1, 1-2,
etc..., 1-20. When an US Assay Office bar is removed from a melt, it is referred to as a mutilated US
Assay Office bar. Bars produced in the United States which bear markings or numbers other than those of
the US Assay Office, or that have been altered in any way, or which, when originally issued as a complete
melt, are not returned as a complete melt are considered to be mutilated. The US Treasury reserves the
right to consider as mutilated US Assay office bars which were exported from the United States at any
given time. If these bars bear only the markings of the US Assay Office, and are otherwise in order, they
usually can be re-deposited in a Federal Reserve bank but as “bars of various refiners” because their status

remains uncertain until the US Assay Office has had a chance to inspect them and declare them acceptable
~ for re-deposit. Bars of various refiners include all non-US Assay office bars as well as mutilated US Assay
Office bars (see supra). If these bars are offered for sale to the US Treasury, they are subject to charges as
set forth in the Table of Charges at the Mints and Assay Offices of the United States, ‘

When gold is deposited at the Federal Reserve Bank for the account of a foreign central bank, it is
considered to be a deposit on earmark, The Federal Reserve Bank is the custodian of earmarked gold,
which remains the property of the foreign depositor or the property of the foreign government or its
exchange stabilization or equalization fund. 1f it is the property of the government or its exchange
stabilization or equalization fund, the earmarked gold'needs to be placed in a special gold account with a
distinguishing symbol (e.g., Special Account T).

The Federal Reserve Bank of New York converts gold into US Assay Office bars, usually when it
is subject to purchase by the Secretary of the Treasury’s Special Account, also known as the Exchange
Stabilization Fund. Foreign central banks may prefer to own US Assay Office bars and, to that end, will
ask the US Assay Office to convert their non-US Assay bars. The US Assay Office then returns the gold to
the earmark account with, to the extent possible, the same fine content of gold which was present in the
original bars.

The US Assay Office purchases gold with a fineness of .200 or more (twenty per cent pure), while the
Federal Reserve Bank of New York buys gold that is at least ninety per cent pure or .900 fineness. The US
Assay Office does not restrict or qualify its purchases of gold except that the minimum amount must be
equal to or greater than $100 (1932 dollars). With regard to non-US Assay Office bars, they are first
melted and assayed before being purchased by the Treasury or the ESF. Assays are performed only on
request. Generally, the US Assay Office relies on assay information supplied by the person making the

" deposit of gold at the US Assay Office. Practice followed in New York in the purchase and sale of gold,
April 1932, p. 3; Banque Nationale de Belgique to Federal Reserve Bank of New York, May 23, 1958,
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of the informatidn was uncovered at the Nationel Archives in College Park, MD. The
- first three months were spent pouﬁng over fhe_reeords of the Foreign Exe}‘iengegi
Depository Grou;; (FEb) m Record Grodp 260 of the Occupatioo Milita@ Government
United States (OMGUS).2 | . |

The records compi}_ed at the F ED‘provided ins'ighte into the adodinistration of the
FED, the treatment given to the assets in its custody, as well as the policy discussions at
the War and State Departments regardmg the fate of these assets, espemally as regards to
gold Moreover, in order to answer the questlons pertalmng to gold whlch fell into the
control of Us forces,»the records of the FED a]so ‘gave us crucial leads pertaining to
American units Whieh uncovered ceches .of gold and other valdables‘.‘ However, the Gold
Team did not Have suﬁicieﬁt time to porsue these' 1eads in order to gain a clearer picture
of the treatment given to these assets after tﬁeir 'seizure. |

The FED research led to broader considerations of postwar American policy with -
regard to the fate of the gold that was amassed at the FED. The evolution of the N
American policy of restitution of monetary:gold‘, the outlines of which were presented in-
Slany I and II, relying mostly yon the records of the Departxﬁent of State (RG 59 and RG
34) lay &in Reeord Gfoue 260 and the records of the F inance Division as well asinthe
' records of the War Department and General Staff (Record Group 165) which gave us
1nformat10n on how senior War Department officials treated the restltutlon of monetary.

gold.

[223732]; Norman P. Davis, Assistant Vice President, FRBNY, to Banque Nationale de Belgique, June 3,
1958, p. 2, [223735-737] Records of the Federal Reserve Bank of New York, 95 Maiden Lane, New York.
! The FED was the main repository for all assets captured by the US troops during their sweep to v1ctory
against the Nazis in Germany, Austria, and northern Italy.
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" The Gold Team investigated possible misapprépﬁations of gold by thé UsS
military in the European T heatér of Operations (ETO) from 1944-1946. In parti’cular,
since US trbops captured gold that the Nazis looted from their victims,'be they |
individuals or institutions, it fell within the mandate of the Commission for our team to
examine the ways i;l which the US military fook control oi; this gold and handle(i its
ultimate disposition. ‘In order to ferret out this sensitive information, The Gold Team
looked at intélligence reports éorhpiléd Both by the Ofﬁcé of Strétégic _Servicés (OSS)
and its successor agency the Strategic Serv_ices Unit' (SSU) in Recd;d Group 226, as well
as the records of the Army Staff (Record Grouﬁ 3 19) which a1;e for the r‘nost‘part still
classified. |

US National Archives officials at éoilege Park, MD, deténrningd that there were
at least several million pages of classified pages to peruse within which there may be
some indications of the behavior of the US military in the treatment and disposition of -
captured gold. However, due to 1ack of time and resoufces, the Gold Team bquld not
complete its examination of thosé records. It identified, however, a small number of
documents which were still classified and considered to be the equities of ﬁonfmilitary
law enforcement and intelligence agenc;ies. ‘Thekslowness in getting these documentsv :
declassified mitigated against their incorporation into our final report.

The files in Record Group 319 cOn;iSted chiefly of dossiers cbmpiled on
individuals who came to the attention of American military security agencies, including
the Counter-lntelligeﬁce Corps (CIC), the ‘Military Intelligence Sérvicé (MIS), and

civilian law enforcement agencies like the Federal Bureau of Investigation (FBI).
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The fecéfds of the OSS provided a wealth_of information on the smuggling of
gold from oc;cupied territories to the neﬁtral countries and on the individuals involved in
these illicit activities. ﬁkoever they failed to shed light on misappropriations by
members of the US forces. Instead these records detailed the sub-rosa relations between ‘
citizens of the Alhed nations and Axis oollaborators black marketers, and opportunistic
businessmen in the neutral countries placing proﬁt over principles. In some mstances,
the OSS recruited these individuals suspected of aiding in fhe transfer of looted aséets
into the neutral countries in order to penetrate these smuggling operations, ér better still,
to assist US intelligence agencies in finding Nazi agents and in deterring clandestine
activities éf ‘th’e Soviet Union in the ncutrél countries. The Gold Team ’c‘:éuld'no‘t |
ascertain Qhether OSS operativés uncovered secret caches bf looted >gold" in the neutral
countries, but did uncover sufficient evidénce that these activities did occur to‘ warrant
further investigation. Of great concern to us were bodies of evidence pdinting to OSS
knowledge thafthese assets were being used by Nazi fugitives. But, because of their
utility as ihtellfgence assets against the Soviet Union, the OSS took no apparent action to
seize thése asseté as restitutable items. In some éases, theée capturéd aésets were
recycled in the fall of 1945 to finance clandestine operations against Naz1 fugitives hiding
out in Austria. | | |

The successor agency to the OSS, the Strateéic Services Unit (SSU), housed in
the War Department, tgiok a more aggressive stance in pronioting clandesﬁne relations
betiveen SSU ‘operati\‘/esan‘d fleeing Nazi fugitives who held important security and
police positions in the former Reich. In tfxe éase.éf A.the Ustashis who suppdrte& the

Croatian puppet goverhment of Ante Pavelic from 1941-1944, the United Statés, fearing
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a “hot” war with Yugoslavia in the immediate postwar years over thf:vfate of Trieste and
the province of Venezia, opted to ’recru'it hundreds of Ustashis, many of whom had
~ committed war crimes against Serbs, Jews, avmdsothe'r designateéi enémies of the Reich.
These Ustashis Were houééd in refugee camps in Atistrié,’ Geimah&, and Itaiy.
Specialized US intelligence units established working partnerships with these individuals
in return for cooperation in anti-Yugoslav operations. These units were aware of gold
removed b}}~ the Ustashis and secreted in Austria and Italy, but they made no attempts to
recover if as constimting lopﬁ subject to restitution either to 'cenufal baﬁks or to refugees.”

.Whén the United States govmment no lénger needed.the séﬁié‘es éf the ‘exiled
Croatian Fascists, American ageﬁis in Austria and Itaiy helﬁ;std these individuavls\ escape to
the Western Hemisphere through so-called rat lines and other clandestine networks, the
purpose of which was to “exfiltrate” out of Eurqpe,individuals subject to arrest as war
criminals'.‘ The decision to protect these individuals was made at the highest levels of the
us govemfmnt and involved regular interventions by the Secretary of State, Géorge
Marshall, or his desi gnated represgntati{fe 6n_ these questions, Robeﬁ Lovett. The Goid ‘
Team documented a numb& of these instances in 1947 and 19487 |

These decisions were part of a broader campaign to ;‘den}f’ ’ .the'Soviets access to
these war cn’r_ninéﬂS who were viewed as intelligence assets in the incipient Cold War.
So-called denial progréms permeated US intelligence operafions in Germany and Austria,
mostly invol{fing technicians, researchers, scientisté, and specialists of ﬁée to the West.

There were indications in the records of the FED that captured assets (not gold) were

22 After the completlon of Slany Il in the spring of 1998 the Office of the Hnstonan at the State Department
received new information from the Yugoslav authontxes which confirm these facts.
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used to underwrit¢ the housihg and feeding of these individuals by US occupation
‘kautho‘rities until their ultimate fate could be decided. |
The dossiers compiled in Record Group 3 1)§ as part of the Intelligence Records
Repoéitory collef:tion (IRR), provided »anecdotal infpﬁnation about the intricate ties that-
bound suspected Axis collaborators and United States intelligence agents after the end of
the war. More-eluSive,‘howevcr, was Vevidence that these relationships helped'thése
collaborators keep their 10;3t. The Gold Team found instances where CIC, FBI,"andASSU |
investiga;ions had been 1aunched against individuals suspected of harboring victim assets
(inéluding géld). The Gold Team could not deterﬁline whether these aséets had been
transferred to the US government for t;ansfer to Jewish sucéessor ofganiiations.
| Concurrently with our examination of the records of the Foreign Exéhange
Depository (FED), the Gold Team studiéd tﬁe records of the Tﬁpartite Commission‘ fot
the Restitution qf Monetary Gold (TGC). Slany I énd 1 dld an excelleﬁt job of laying out
the imﬁonant issues related to the Tripartite Gold Commission, issues rahging ﬁbfn ‘the ‘
background and principles that led to the creation of the TGC to the U.S. led effort to
establish a fund for victitns of Nazi ;‘)ersecution.zs The two studies detailed the
negotiations and agreements with neutral countries such as Switzerlan:d, Sweden,
: Pbrtugal, Spain, Turkey, and Argentina. They shéwéd that the Netherlands’ efforts to
recover looted gold were hamstrung by these agreements. They also deﬁiqnstrate that
victim gold went into the pool of honetaw gold. In this éontext, Albert Thoms, former

head of the Precious Metals Department at the main‘ office of the Reichsbank in Berlin,

2 Slany, William Z., U.S. and Allied Efforts to Recover and Restore Gold and Other Assets Stolen or
Hidden by Germany During World War II, Department of State Publications, 1997. Slany, William Z.,
U.S. and Allied Wartime and Postwar Relations and Negotiations with Argentina, Portugal. and Spain,
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described the Melmer accouht, a key ,elemenf in the Germans’ systematic transformatibn
of victim gold collected by the SS into monétéry gold. Though “captﬁfed German recordé
could be used to track specific bars held at the Foreign Exchange Depository (FED) in ‘
Frankfurt, VGermany, there was no effort to do this.?* In Slany 11, the.U.S. Departmeﬁt of
Justice’s Office of Special Investigations (OSI) cc;nserv'atively estimated SS gold loot
sent to the Reichsbank at over $4.6 million.” Slany I also noted a conflict between the
definition of monetary gold drawn up by the TGC and the definition stated by James
Angell, the U.S. delegate to the Paris Conference on Reparations, of which the Final Act
established the pool of monetary gold. The US used form, not ééurce, to determine the
inclusion Qf gold into "thg gold pool. Hence, Slany I concluded that the U.Sf government

knowingly designated victim gold for the pool.

U.S. officials knew that victim gold was incorporated into the pool. The Gold
Team reviewed the treatment given to a number of claims submitted to the TGC, which
reflected flaws in U.S. policy regarding the restitution of monetary gold. Slany I and Il

revealed that victim gold was placed in the pool of monetary gold.?® The gold pool

Sweden, and Turkev on Looted Gold and German External Assets and U.S. Concerns About the Fate of the
Wartime Ustasha Treasury, 1998.

% Slany, William Z., U.S. and Allied Efforts to Recover and Restore Gold and Other Assets Stolen or
Hidden by Germany During World War I, Department of State Publications, 1997, p. 181.

» Slany, William Z.; U.S. and Allied Wartime and Postwar Relations and Negotiations with Argentina
Portugal, and Spam, Sweden, and Turkey on Looted Gold and German External Assets and U.S. Concerns
About the Fate of the Wartime Ustasha Treasury, 1998, Annex I, New Infmmation About Victim-Origin -
Gold at the Reichsbank, pp. 157-163.

% The Preliminary Report states: “the research carried out for this report also leaves no doubt however,
that the U.S. Government knowingly contributed gold looted by Nazi Germany from 1nd1v1dua1 persecutes
to the gold Pool that was subsequently distributed by the TGC.” Slany, William Z., U.S. and Allied Efforts
to Recover and Restore Gold and Other Assets Stolen or Hidden by Germany During World War I,
Department of State Publications, 1997, pp. 161-182. See also: Slany, William Z., U.S. and Allied
Wartime and Postwar Relations and Negotiations with Argentina, Portugal, and Spain, Sweden, and Turkey
on Looted Gold and German External Assets and U.S. Concerns About the Fate of the Wartime Ustasha
Treasury, 1998, Annex I, New Information About Victim-Origin Gold at the Reichsbank, pp. 157-163.
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principle legitimized the process by which the Gefrhans stripped gold from individﬁals,

many on the Way to their deaths, and transformed it into monetary gold.

The Gold; Team focused on mgnet@ gold inflows into the Federal Reserve
- System. That infoﬁ;iation W;is fé@d in the records of thé Federal ‘Reserve system
. (Record Group 82), ih the recoréls ‘of the Departinent‘ofthe Treésury (Record Group 56);
at the Archlves of the Federal Reserve Bank of New York at 95 Maiden Lane, New York, :
and in the records of the US Assay Ofﬁce a Very small pomon of which were located at
‘the Nauonal Archives Northeast Reglon in New York,C1ty.

The purpose of the research at the Federal Reéserve Bank of New York was to
examine gold inﬂé{x?s aﬁd outﬂoyys recorded in the gold ledgers of the Fer_eign i
Department of the FRBNY. No ledgers survived fo_r the years prior to 194_2, neither v;rere'
there ledgers f01; part of fhe 19603 and 1970s. | Ev;n rﬁbre‘ ﬁustrati‘ngwas the paucity of
doéﬁmentafy évidencé to explain t’h‘e goldn actiVity in the earmark accounfs of foreign
central banks at the FRBNY. Aside from the récords' that the FR_BNY released to the
National Archives in 1997, few other records wér'e uncovered with the exception of the

| Paﬁers of Allan 'Sproﬁl; mé;~Federal Reserve Bank'r chairman Aduring and after the war. His
papers contained very useful documents in the fogin of monograpﬁswriften by |
economists of the Federal Reserve on the gold market and the US gcid ﬁdlicy at.different
.étages from 1933 to. the"c»:arly 1Q950s;1 ' | |
As indicaigd earlier, no conclusive evidence of US acquisitiéri 61’ looted bars
- containing victim gold could be"agcertained with%;ut f;access to lists fecordihg eagh
individual bar"éﬁteriﬁg the Federal Resérvé, with-info'nnatién on its o'rigiﬁ, its degree of -

fineness and a déscription of its markings. A senior pfﬁcial of the ”Federal Reserve Bank
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of New York tqldthe Gold Team that this proof, if it exists, is contained in the records of
the US Assay. Office which may have been placed in the custody of the US Mint at West
Point, New York, after the US Assay Office in New York closed its doors in the mid-

1980s.

US Gold Policy from Ffanklin D. Roosévelt to Dwight D Eisenhower

The Administration'of President Franklin D. Roosevelt (1933-1945) viewed gold
as the key to reduced unemployniént, renewed manufachiring and cémmércial aétivity.
In 1929, the United States held $3.9 billion in its gold reserves, or 38% of the world’s
gold stocks.“é? On January 31, 1934—date of enaéhnenf of the Gold Reserve Act—the
gold reserves of the United States stood at $4,033,000,OOO.28: On that datg, President
Roosevelt devalued the gold dollar to “59 per cent of its former weight” and raised the
fixed value of gold from $20.67 to $35 per troy ounce.zg: Iﬁ one ijold stroke, he increaséd
the value of America’s gold reserves. This revaluation produced $2.808 billion of wﬁich

$2 billion was set aside as the initial capitalization for the Exchange Stabilization Fund

27 See Harry Dexter White, The Future of Gold (preliminary draft), not dated, pp. 10-11, Harry Dexter
White Collection, Box 4, File, Future of Gold (Part IT}, Seely Mudd Manuscript Library, Princeton
University. White extolled gold’s value primarily as “a medium of international exchange”, supra, p. 23.

2 These figures were drawn from the August 1939 edition of the Federal Reserve Bulletin. That figure
quadrupled within five years: in August 1939, the United States held $16, 22? 000,000 of monetary gold, or
59% of the world’s gold reserves.

2 See Brian Kettle, Gold, London, UK: Graham & Trotman Limited, 1982, 50. Kettle also argues that “the
USA achieved economic dominance over the Western world” during the inter-war years. Kettle, 50-51.
With regard to the gold dollar, see Report to the Congress of the Commission on the Role of Gold in the
Domestic and International Monetary Systems, Volume 1, March 1982, 74.

“Pursuant to the Gold Reserve Act of 1934... the price of gold was set at $35 per ounce, giving the dollar a
gold value equivalent to 59.06 per cent of its former level. The President was given the power ... to raise
the price of gold to $41.34 per ounce...” Trueblood, 145. “To protect the currency system of the United
States, to provide for the better use of the monetary gold stock of the United States, and for other -

- purposes,” Preamble. Sec. 2(a) any and all gold coin and gold bullion shall pass to and vested in the United
States; Sec. 20(c) equivalent one dollar or one dollar gold to 25 and 8/10 grains of gold of 9/10 fineness.
The Gold Reserve Act of 1934, January 30, 1934. Federal Reserve Act, Section 16, amended, U.S.Code,
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(ESF).% One main objective of the gold policy was to festore tﬁe convertibility of dollars
_into goid and of gold into dollars, maintain the rfree flow of gold into the United‘States as
w;ll asin the intematic;nal gold mérkets without jeopardizing the fixed price of gold at
$35 per troy ounée and the status of gold as the preferred medium of .international
exchanges. To protect the value and importance of gold és a premiurﬁ commodity of
intematioﬁal exchangés between nations also meant to safeguard fhe value of the
American dollar as a preferfed currency with which to conduct international trade.’'

The ESF was; established to stabilize exchange rates as well as the international .
] monetary system.>* It relied on gold as the medium of exchaﬁgé between the Federal
Reserve ASystem and foreign central banks. On Seétemb_er 26, ’1k936,,th‘e United States
government concluded a Tripartite Agreement with France and Great Britain to make .

sure that the international monetary system rested on stable exchanges between

Title 12, Sec. 467. The Statutes at Large of the United State of America from March 1933 to June 1934, V.
XLVIII, Part 1, US Government Prmtmg Office, Washmgton 1934, pp. 337-344. [ ]

* Trueblood, 145-6. '

*! Harry Dexter White, The Future of Gold (Preliminary Draft), n.d., 30, Harry Dexter White Collection,
Box 4, File: Future of gold (Part II), Seely Mudd Manuscript Library, Princeton University; Staff Group on
Foreign Interests to Policy Group on Foreign Interests, February 7, 1947, Subject: Loans on gold, RG 82,
Federal Reserve System—International subject and files, Box 237, File: Gold loans, NACP, [227456-466,
in particular 227458.]

- % The irony underlying the-establishment and operation of the Exchange Stablhzatmn Fund is acutely felt
at Bretton Woods and in the immediate postwar years. One of the main proponents of a gold standard and
stability in international exchanges was the Bank for International Settlements (BIS) which also became the
nemesis of the Treasury Department during the wartime years. Its belief in its role as a facilitator of free
commerce between nations and a broker of international monetary stability was consistent with the
assistance that it provided to the Axis powers. Is it also a coincidence that three private banks constitute
the American shareholding presence at the BIS? These same banks also held seats on the board of directors
of the Federal Reserve Bank of New York, as principal private financial institutions in the New York
money market. See “General Problems of a return to a common international standard,” October 19, 1932,
Papers of Allan Sproul, Records of the Federal Reserve Bank of New York, 95 Maiden Lane, New York.
In part to stanch the inflow of gold into the country, the Board of Governors of the Federal Reserve System
raised the reserve requirement to fifty percent for member banks, thus lowering the level of excess reserves
brought about by massive purchases and inflows of gold in 1935 and 1936. See I1I. Summary of Gold

Sterilization Operation by the United States, not dated (most probably second half of 1937) Papers of
Allan Sproul, Records of the Federal Reservc Bank of New York, 224049,
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industrialized nations.> This agreement madeit possible for the exkchange stabilization
or equalization funds of the signatory nations to cooperatively hedge off currency
’ﬂuctu.ations likely to destabilize the international moneiéry system through daily
consultations. On March 24, 1937, the United States Treasury licensed fhe Federal |
‘Reserve Bank of New York (FRBNY) to transeort, import, melt and treet, export,
_earmark and hold in custody gold for foreign of‘ dorne.stic aceoun’t.yr1 The license was
issued to give the FRBNY a structured, well-defined framework witﬁin‘ \;vhich to transact
and handle gold that was in accord with the Gold Reserve Act of 1934 and the gold
policy of the Ueited‘ States. |

Treesury officials believed’that if the Uﬁited _States g'overnmentj‘ refused to
purcheSe 01; import gold, sﬁch a move veould dissolve the Tripartite Agreement, raise the
value of the dollar, force gold holders to dis-hoard and dump their gold on the London
market, or trade their gold for Amerlcan silver. The very fact that the US mlght consider
 such a move would instill in Americans and EurOpeans the conv1ct10n that war was
inevitable, especially at a tirhe when the “interﬁaeional balence” tipped in uncertain

ways.”

. 3% The Tripartite Agreement was quickly extended to Belgium, the Netherlands and Switzerland.. ,
3 License No. NY-18-1 from Treasury Secretary to FRBNY, 3/24/37, License to transport, import, melt
and treat, export, earmark and hold in custody for foreign or domestic account (Granted under authority of
Section 34 of the Provisional Regulations issued under the Gold Reserve Act of 1934), 223773-4.

* Any dumping of gcld would bring down the value of American gold stocks, thereby threatening an

. already frail economy in the throes of a recession, from sinking deeper into economic chaos, with the
resulting unemployment, social discontent and fodder for the Government’s opponents. See Merits of
proposal to place an embargo on gold imports, 3/17/38, draft, unsigned [most probably Hany Dexter
White], RG 56, 67A1804, Division Memoranda #1, Box 50, NACP, 202515-520. -

" Earlier discussions in 1937 at the Federal Reserve Bank of New York focused on the “gold
problem™—massive inflows of gold on deposit, earmark, or purchased by the Secretary of the Treasury—
and how to resolve it. The FRBNY’s economists talked about reducing gold output, lowering the price of
gold, and preventing foreign central banks from shifting gold into foreign exchange. E. Despres to Mr.
Sproul, The Gold Problem I. Immediate Remedies, June 24, 1937, Papers of Allan Sproul, Records of the
Federal Reserve Bank of New York. 224031-224043. Kindleberger addressed the gold embargo question
- in the following year—1938—uwith respect to the United States’ neutrality policy and concluded that any

23


http:account.34
http:nations.33

DRAFT 06/30/00-NOT FOR CIRCULATION -

The Treasury Depa&ment ferhained disinciined to prevent, limit or discriminate
against any gold imports, regardless of origin.*® Tfeasury officials wished to maintain
gold as the éuperior mediﬁm of exchange and in;:ans With which to settle international
balances, ‘regardless of the future configuration of the post-war intérnational order.”’
Discrimination, therefore, was counter—préductive to the gold §tandard policy.3 8

Harry Dexter White, senior architect of the US gold policy under Roosevelt,
anticipated the postwar conundrum of the Uﬁifed States goverr;ment when faced with the
prospect of preventing the cm:ulatlon of looted gold and at the same time, laid out the
reasons why the United States would not—and could not—mterfere Wlth the free and
open circulation of gold in international markets. Accbrding to White, it would be cléée

to impossible to identify gold as éoming from a partibular coﬁntry (in' this instance,

attempt by the United States to take sides through its gold purchase policy would have to be mitigated in
such a way as not disrupt international gold flows. See C. P. Kindleberger to Sproul, August 19, 1938,
American Gold Policy in the event of European war, especially page 4 et seq., Papers of Allan Sproul, -
Records of the Federal Reserve Bank of New York, 224019-224029 with special attention given to 224023
et seq.

% However, when the Bank for International Settlements (BIS) inquired in 1936 if it was eligible “to buy
gold in its own name, stating that gold acquired by it would as a rule be resold to central banks for
monetary purposes” the Treasury and the FRBNY communicated their outright opposition to such an
option, which meant that US financial authorities did not view the BIS on the same basis as foreign central
banks. The policy changed in October 1936, at the discretion of the Secretary of the Treasury, who, as
overseer of the Exchange Stabilization Fund, decided to sell gold to the BIS that was arriving from London.
‘This practice lasted until late 1940 and was not viewed as a general rule, but rather as instances favored on
a case by case basis. See C. P. Athern to Mr. Lang, April 19, 1948, Treasury Position re Gold Transactions
of Bank for International Settlements, 1935 to 1948, RG 82, Records of the FRBNY, Box 2, Binder 6,
NACP, 205158-205163, especially 205159-61.

%7 From American Consulate General, Amsterdam, Netherlands, to the Secretary of State, Washington,
Monetary Gold: an Asset or Liability?, No. 548, April 25, 1940, RG 84, Entry 3018,, Box 55, File: 840-
851, 1940, NACP, [223456-476]. See especially [223461-463]

3 Memorandum, from Finsent, Financial Counselor, British Embassy to Cochran, Treasury, May 27, 1940,
[202514]. Memorandum, from _Han'y Dexter White to D.W. Bell, Cochran and Foley, June 4, 1940.
NACP RG 56, Accession 67A-1804, Box 49, File: Discrimination (US). [202512-202513]. On September
27, 1939, the Treasury Department issued an amendment to the Customs Regulations of 1937, or T. D.
49970, which suppressed “information concerning imports and exports” by US government agencies. The
FRBNY saw in the “obscurity” afforded by this amendment an opportunity “to discriminate in its purchases
of gold...” T. D. 49970, Customs Regulations~—Confidential Information, taken from Federal Register
dated September 27, 1939, RG 82, Non-record holdings of FRBNY, Box 2, Binder 4, 204997; R, Tirana to
Dr. Williams, October 27, 1939, Suppression of up-to-date information on gold movements in the U.S., RG
82, Non-record holdings of FRBNY, Box 2, Binder 4, NACP, 204994-995.
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Germany) since its identity might be “lost by operaﬁons through third countries.” If the
United S.tates sought to prevent enéfny gold from entering the monetary reserves of other
countries, there would have to be “sincere coopération of virtually all the countries in the
world”—a recognized 1mposs1b111ty ﬁ'om all practical standpoints. Treasury would then
contradict its own principles of non-interference in the gold market, should it decide to
bar thevacquis‘ition of gold from third countries, rather than ﬁ'orﬁ the énemy directly—in
this instance, ,Germény. The Germans could thus argue that the gold, which it wished to
send to the United States, had been in their reéerves prior to war. If the United States |
prevented its entry iﬁto the Federal Reserve, they could rightfully accuse the US
government of political interference.m | |

White dismissed origin as a criterion with which fo discriminaté against gold
inflows into' the Federal Reserve system. Oné‘ reason was fo maintain stability in the
international gold market, another was to reaffirm that the economic recovery of the
United Statés was iﬁextricably tied to the continued health of the dollaf and its’
convertibility into gold.*"” |

Faced with unchecked Nazi expansionism in Europe as of 1938 and its growing
threat to economic and financial intefests wjth close ties to the Américan maihlaﬁd, the
Roosevelt Administration took steps in 1940 to block the assets of ‘coun.triesv that might
prdvide direct or indirect assistance to the Axis powefs. FolloWing the ibssuache of

Executive Order 8389, the Treasury Department could require a special license for each

** During the Second World War, those third countries were the neutrals and non-belligerents—Sweden,
Portugal, Spain, Switzerland, Turkey, and Argentina.

“0 White to D.W. Bell, Cochran and Foley, 6/4/40, RG 56, 67A1 804, Discrimination (US}), Box 49, NACP,
202512-3.

! From H. C. Wallich to Mr. Knoke, January 27, 1943, Argentina’s request for gold shipment, RG 82 Non-
record reference materials, Federal Reserve System Box 1, Binder 2, NACP, [226874-877, see especially
226875.) .
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transaction that a foreign central bank conducted in i.ts account at the Fedenal Reserve
: Bank of New York. Under the Gold Reserve Act of 193_4, the Treasury Department
could allow gold transactlons through publlc and private US financial 1nst1tutions ona
case—by—case basis, treatlng them the same way it treated the Bank for International |
Settlements (BIS) before 1941. The Treasury’s willingness to stray from the intent of its .
own blocking decrees in order to accommoclate the US’ gold policy was not lost on
'FRBNY ofﬁcials. They noted the Treasury Department’s “traditional dislike of making
statements or rulings in p. rinciple as contrasted with its readiness to act positively on
_ concrete casés.”? o \
The_records consulted in the course of the gold research do not indicate that the
US govemment discriminated 'against gold inﬂows because they might have included
gold stolen from central banks or from prii/ate owners and subsequently re-melted to
_ efase the original owner’s identity. US officials at the FRBNY and the Treasury did not
know before the US’ entry into the war that the German Reichsbank was melting down
and recasting Jewish-owned jewelry and other prii/ate gold assets into refined bars for

export as of 1939. They were, however, aware in 1941 of the Nazis’ thefts of Czech,

Polish, and Belgian monetary gold.* [FN]

2 See C. R. Athern to Mr. Lang, April 19, 1948, Treasury position re gold transactions of the Bank for -
International Settlements 1935 to 1948, page 4, RG 82, Non-record holdings of the FRBNY, Box 2, Binder
6, NACP, 205162. The BIS was unable to effect a number of gold transactions as a “blocked national”, a
status that made it subject to Executive Order 8389. Otherwise, all other gold transactions fell under the

- Gold Reserve Act of 1934.
*3 In the case of Czechoslovakia, for instance, had the Roosevelt Administration enacted the blocking
decrees in the wake of the German invasion of Czechoslovakia on March 15, 1939, New York banks would
not have been placed in the position of having to comply with requests to transfer their Czech deposits to
the BIS, which helped the German government take over the gold of the Czechoslovak National Bank in
Great Britain. Harrison to Eccles, April 6, 1939, RG 82, Non-Record reference matenals Federal Reserve
Bank of New York, Box 2, Bmder 6, NACP, [ ].
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1944: Declaration oﬁ GoldA Purchases re@latés éold trade
| The D_edaration én Gold Purchases of February 1944 (Gold Declaratién) o
| represented a turning point.li}t'l the gbld policy of the United States. It céndgmned all gold
transactioﬁs, direct or indirect,fbetween the neutfal countrieg and the Axis powers, during.
the period of conflict in Europe and warned the neutral countﬁes that the Allied powers
would not recognize thcir purqhasés of gold from the Axis. More importantly, the United
States vowed that it W(iuld not acquire this gold unless it was “fully satisfied” that the
Axis had not looted it.“' ‘The declaration cast a pall on future gold transactions. For the
United States, the Declaration focused on the origin of the gold entering the Federal
Reserve system. The infent of the Géld Declaration was to confirm the principies
enounced by the United Nations in London on January 5, 1943, regarding the Allies’
éondemnation of all forms of Axis depredations in Eufope aimed at civilian populations,
public-sector financial estabﬁshmq:nts, and private-sector firms.*
The Gold Declaration gave the United States government a mandate to ensﬁre that
| looted gold did not enter the United States Féderal Reserve systerh. However, as
previously stated, no documents were found that deséribed the procedurés used to screen
this gold. Such discriminatory moves against gold inflows contradicted the long-
’standving gold policy of the United States not to discriminate against gold on the basis of
origin. There lay the paradox of the Gold Declaration. It was a political pronouncement
“aimed ét putting the neutral countries on notice about their gold dealings with the Axis, a

non-recognition of these tranéactions by the Allies. Hence, the United States government

* Declaration on Gold Purchases February 22, 1944, in Documents pertaining to Foreign Funds Control,
US Treasury Department, Washington, March 30, 1944, 15-16.; Treasury department, Press Service, No.
40-77, February 22, 1944, RG 56, Entry 66A816, Box 1, File: Looted gold, General, NACP, [222673-674]
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was placed in a quandary‘over how to enforce the Gold Declaration, if at all. The Gold
Declaration was u_lsed as politi;:ai leverggg to convince the neutral countries to cooperate
With the Allied powers. But there is no evidence that the US goverﬁrhent applied» it to
gold inﬁows inté the Federal Rés’erve Bank of Néw York and to US commercial banks
licensed to burchase and sell gold bullion.

The Bretton Woods Conference July 1944/Resolution V1.

‘No sooner had the Gold Declaration been issued than leading economists from the
Uﬁited States and Great Britain (namely John Maynard Kéynes‘ a'ndA Harry Dextér White)
workea on :;ilans to prémote as painless arecovery as i)ossible for the nations af war and,
by extenéién, the rest of the world. Although both countries were commercial and |
financial rivals in foreign mafkets, fhéyjoined to promote the establishment of new
financial institutions that upheld g'o]d’ asa prirnary‘ commodity with ﬂvﬁich to pay for-
international debts, but under different circumstances than iﬁ the pre-war years.46 These
plans materialized at the United Nations Mon‘etéry and Finahcial Confefenée held at
Bretton Woods, New Hampshire, in the first thrée weeks of July 1944, Thev Bretton
Woods Conference laid the groundwor‘k for facilitating the economic recovery of the
post-war world through the creation of new iritemational financial institutions—the -
World Bank, the International Moﬁetary Fund (IMF) and thé Iritematidnai Banl'(} for
Reconstructiqn and Development (IBRD). The American gdvemment’s intention was to

ordain the reCoVery of the postwaf world with a blueprint of its own design, fashioned by

* Declaration of January 5, 1943, on forced transfers of property in enemy-controlled territory, Documents
pertaining to Foreign Funds Control, US Treasury Department, Washington, March 30, 1944, 15.

% See for example M. S. Szymczak, “Monetary and credit agreements entered into at Bretton Woods,”
speech before the Illinois Manufacturers Association, March 20, 1945, RG 56, OASIA, Box 14, File:
Meetings with Bankers, NACP, [225957-975; and in particular 225967]. “Gold is still the most widely
acceptable means of international payment...”
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econonrists t‘rom the Federal Reserve Bank of Nevu Xork (Cherles Kindleberger in

- p.articular),' the Morgenthau-led Treasury ﬁepanntent, and the State_Depart_ment (Eleanor
Lansing Dulles George Kennan and eenior offteials of the Financial and Mon’eterj |
Branch—George Collado and Seymour Rubln in partlcular)

From thlS conference came a resolutron 1nSp1red by Harry Dexter Whlte and hrs
Treasury team-(Resolution VI), which airned at preVenting the use of looted and Germa.n
, eesets in neutral 'countries from being cloahe(t, trémsferred or other,wise dtsguiséd touvoid ‘»
" Allied sanctifons."*SA The Us Treésury delegzttit)n t‘ouéht for the ‘naSSageof a reS‘qution o

whrch called for the dlssolutlon of the Bank for Internanonal Settlements (BIS) 49
Although both agenc1es sparred over the post-war fate of the BIS nerther cf them |
expressed any concern about the 1denuty of gold bars in the BIS account at the Federal
Reserve Bank of New York |

. In December,l 944, the State Departnrent scored two major yictoriee which
establishetl its"p‘redon’rinance over the foreign economic diplomatcy of the Uniteti Statee in N
the eost-wetr era. Firetly, its Executive Committee for Economie’Foreigh Poticy (ECEFP)’

issued a directtve on Allied polivcy‘ Whic_h disagreed with a harsh approach to those

" In support of that view, see Kettle, 51; and others..... The conference adopted the gold exchange -
standard whereby “all countries were to fix the value of their currencies in terms of gold but were requxre to
- exchange their currencies for gold Only the dollar remained convertrble mto gold at $35 per ounce..
Kettle, 51.
* Resolution No. VI of United Nattons Monetary and Fmanmal Conference, Bretton Woods, New ‘
Hampshire, July 1-July 22, 1944, regarding enemy assets and looted prcperty, in Documents pertaining to
Foreign Funds Control, United States Treasury Department, Washington, September 15, 1946, 11.
* Part of the reason for the Treasury’s campaign against the BIS was White’s belief that the world did riot
need two banks performing similar functions. In his view, the BIS undermined the authority of the newly-
“created International Monetary Fund (IMF) which was an American-sponsored international financial
entity, while the BIS was an European instrument of international finance. Out of deference to the US” .
European allies, the US State Depanment succeeded in watering down the impact of the anti-BIS
resolution, leaving the international bank’s fate to be settled politically by the Allied powers at.a later time.
This inter-departmental quarrel mirrored deeper conflicts between Treasury and State over the treatment to
be meted out to individnals and institutions suspected of havmg prov1ded financial asszstance to the Axis
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countries that would not assist the «Allies in'the recovery. of Axis assets to be used as -
| reparations Secondly, the State Department took over the d1plomat1c reins of the
newly—1mplemented Safehaven program wh1ch sought to 1dent1fy looted and Ax1s assets
_ .(1nclud1ng victim gold) in neutral countnes S0 that these could be seized and used for
reparations or i.'estitution.r51 | |
| The feud between State'and Treasury over'\ foreign economic policy masked the
convergence of v1ews that the two r1val agenc1es held w1th regard to gold The
Treasury s role was to uphold the non- d1scr1m1natory nature of the us’ gold purchas1ng
_po11c1es wh11e the State Department s job: was to ma1nta1n normalcy between the UsS and
its commercial partners in a manner consistent with its gold policy. ‘The United States’
foreign economic pollcy was predlcated in part o.n malntalnlng the normal ﬂow of gold in
and out of the Federal Reserve system The continued stablllty of the gold trade meant
* that the dollar could remain Strong since its value was convertible ‘into gold and the value
of other currenc1es was set agalnst that of the dollar. | |

The Gold Declaratlon of February 1944 still required that the United States must -

not purchase any gold suspected of constituting AX1s loot that was directly or 1nd1rectly

_ during the war. The Treasury and the War Department accused the BIS of having been a financial agent-
for the German Reichsbank, helping it sell gold looted by the Nazis from central banks in occupied Europe. -
%% The ECEFP was an 1nterdepa.rtmental committee chaired by Assistant Secretary of State Dean Acheson
~ (the architect of the compromise at Bretton Woods on the future of the BIS and of Resolution VI), the .
purpose of which was to help shape the formulation of Arerican foreign-economic policy in the post-war
- era. This Committee consisted of a dozen Federal agencies, civil and military, involved directly and
indirectly in the war effort. One of its recommendations bore on'the restitution of looted gold: it-
recommended the “replacement of gold”or the stock of monetary gold found by the Allies and.pro-rated in
. proportion to gold losses among the Allied countries whose gold was looted. No country would receive
more than the amount of its losses. NACP, Records of the Executive Committee for Economic Foreign
" Policy (ECEFP), RG 84, E'192, B 45, Folder “5.19B ECEFP Meetings 3. Documents 31/44-40/44", -
“Summary: Report on Reparations, Restitution and Property Rights —~Germany, D-37/44, August 12, 1944, .
5! “Capital flight in the meaning of this program [Safehaven] includes... tangible objects like ... privately
" owned gold...”. From Blockadé Division to. the German Property Sub-Committee, Enclosure to FEA
Memorandum, September 1944, Flight of German capital; German open and secret assets abroad (w1th
~ special reference to neutral countries). Papers of Marc J. Masurovsky
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acquired by a neutral country from the Axis powers. It did not prevent thé buying and
selling of looted‘gold bars and coins as long as that gold did not reach American shores.
The discovery of thé Reichsbank’s reserves in Germany tested the resolve of Ué
policymakers to maintain a hard-line on looted gold.

US troops crossed the Rhine river into Nazi Germany on March 24, 1945, nearly
nine months after the liberation of France, Belgium, and the Netherlands. Pﬁshing deep
inside eastern Germany towardé the Oder river, elements of the US Third Army under
General George S. Patton discovered hundreds of millions of dollars of gold in dozens of
caches along their path. The most famous of these caches held the gold resérves of the
Reichsbank in a salt mine complex called Merkers near Eisenach, in the province of
- Thuringia®® Until that discovery, Allied discussions of postwar gola policvy‘r‘emained
abstract. Th’e Alliés were not pfepared for theirl,mMe role as custodians of mountains of
gold Bars and coins which once belonged to the institutional and individual victims of
Nazism. (See Cache List in Appendix A). | |

In one fell swoop, thanks to th¢ UsS Thlrd Army and accompanying French troops,
more than 230 million dollars’ worth of gold fell intoﬁ the hands of the Alliés inAtheb vﬁrst‘ ‘

half of April 1945. Since troops of more than one nation made the discovery, there could

52 A zone in Eastern Germany that had been allocated to the Soviets as part of the Yalta Agreement of
February 1945 where the German Reich was partitioned into four zones of occupation. Why American
troops belonging to the US Third Army under General George Patton rushed through their zone is still the |
subject of speculation. There is sufficient circumstantial evidence to warrant a revision of traditional ‘
explanations of the discovery of the Merkers complex. American military intelligence officials knew
before March 1945 that the Reichsbank had moved many of its personnel, facilities, and valuables south of
Berlin in an area encompassing Thuringia. There were also reports sent to the Office of Strategic Services
station in Bern, Switzerland, that gold had been amassed in that area for possible post-defeat use by Nazi
resistance units called Wehrwolf units. What The Gold Teamdo not know, however, is how well briefed
were Patton’s intelligence officers on what they could expect to find upon entering Thuringia. If Patton
was aware that the Reichsbank’s gold reserves lay in his troops’ path, The Gold Teamwould have to
conclude that there was a political willingness on the part of the Americans to seize the gold before the
Soviets. The Gold Teamknow that the Soviets were highly displeased to find that the Merkers mine
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be no talk of the gold constltutmg war booty for the United States although the notlon
remamed ﬁrmly entrenched in the mlnds of senior Amencan ofﬁcers untrl the summer of

: 1945‘.53_’ hr'August .1945 several weeks’ aﬁer‘the.Postdam'conference ~James Byrnes laid

to Test any idea that thrs gold would. be repatnated back to the Umted States to underwnte 3

- the budget of, the US rmlltary (Generals McSherry and Patton s 1dea) or to offset

‘ Amencan mlhtary eccupatlon expenses (General Clay s 1dea) He ruled W1th the assent
of Premdent Harry Truman that there was no legal or rnoral basrs for clalmmg thts '.
' captured gold as booty Smce much of th1s gold had been removed by the Naz1s from ,‘ |
E the central banks of Alhed nanons any talk of preventmg the return of tlus gold to these
desp(nled natlons would Jeopardlze Umted States relatlons w1th those countnes The
* N321s had also moorporated an unknown amount of gold belongmg to therr thuns 1nto
the bars and coins held at the Relchsbank a fact that became even clearer once the

Amencans set about to conﬁrrn the ongm of the gold they captured 57 ~

‘complex had been emptled prior to their amval They filed a protest to that effect w1th the Alhed
command in Germany. ,
>} Final Repoit on the Paris Conference on Reparatron November 9, 1945 to December 21 1945 James
W. Angell, February 18, 1946. NACP, RG 260. Box 420. p103. [209627]..

** General Frank J. McSherry, Deputy Assistant Chief of Staff, G-5 Div SHAEF laid out the pnncxples of

" rinternational law by which capturing powers took possession of property, as well as a number of Combined

- Chiefs of Staff Directives addressing the status of the use of assets. Memorandum “Gold bullion and other
property unicovered by Third Army in Germany,” from McSherry to the Chief of Staff, April 12, 1945 '
NACP RG 338, Entry USFET SGS5, Box 13, File: 123/2. [204060-204061]

%3 Cable No. 3862 from Caffery to Theodore Ball, June 27, 1945. [207152-207153]; and Cable No. 3630 to
AmEmb Paris from Secy of State, August 2,:1945. [207147] NACP RG 56, Access1on 69A—4707 Box 80
File: Germany: Gold, Currency and Loot Recoveries:Problem of Dlsposxtlon o
36 Treaty of Chapultepec, Mexico City, Bretton Wood Resolution VI, July - Aug 1944; and Draft State
Department Reply to. Ambassador Pauley from JB Friedman, Legal Counsel for Treasury., August 17, 1945

; - [207108]; and Personal Memorandum from Secy of State to Ambassador Pau]ey, drafted from CP-

Kindleberger, Legal Counsel for Dept of State, August 15, 1945’ [207109-2071112], and Cable No: 294,
from Secy of State to US.Political Advisor, Berlin, August 18, 1945 [207105-207107]. NACP-RG 56,
Accession 69A-4'?0? Box 80 File: Germany Gold, Currency and Lnot Recovenes-Problem of.

* Disposition.

57 The Merkers find brought to hght the grrzzly practrces of the Nazrs who melted down the valuables of »
their victims into gold bars and extracted the gold fillings from their teeth in order to melt the gold content
into bars. American investigators sifting through captured Reichsbank records dtscovered that gold from . -
Nazi wetrrns entered the Rerehsbank n 1ts ongmal foml—Jewelry com bars coins, accessones—and was - -
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| The question stil] rernained »about what to do w1th all }this captured vgol.d.‘ Afterall,
the US- Army was‘ not in the business of administering#captured assets and handling their |
drstrlbutlon But the s1tuatlon facmg the US. Army was. unlque the thefcs perpetrated
agamst c1v111an popu]atlons and ﬁnanc1al 1nst1tut10ns by the pohtlcal security and
~ mrhtary forces of the Th1rd Relch were unprecedented Therefore umque solunons :
would have to be contrived to address the' proper d1sposal of these captured assets, and, in -
| , | pamcular of the gold in custody of the US forces - |
| Soon after the Merkers dlsoovery, Colonel Bernard Bernstem former ofﬁc1al of
the US Treasury Department then dlrector of the Finance D1v151on G 5, of the
Occupatlon M1l1tary Governrnent ~Un1ted States (OMGUS) organlzed the transfer of this =
| gold to the vaults of the former Relchsbank in Frankfurt am Mam reglonal headquarters
of the American mlhtary government in Germany The gold and the other valuables
found at the salt mmes were sorted and stored in the adm1mstrat1ve custody of the
‘Foreign Exchange Deposnory (FED) ThlS Amerlcan led 1nst1tut10n estabhshed on Aprll "
- 11,1945, was des1gned to centrahze all loot found by Allied forces in the western zones |
| of o.ecupatio‘n of ,Germfany and Austria, as well as by troops o'peratingfin‘ northern Italy,
until senior military and civilian lead‘ers of the western Allie,d~poﬁers determined the fate :
A oftheseassets. ) N o ' | S : .
The War Depart'ment in its discussions oyer 'what to donwrith' the gold seized at ‘

Merkers, dlfferentlated between 1tems that had belonged to VlCtImS and gold that could

. tnot be 1dent1ﬁed as belongmg to vrcnms, but that was of a degree of fineness and shape

" sufficient to be 1neorporated into the monetary r‘eserves of a-central bank.- The former

melted down together with otherv gold" to produce refined bars, the gold content of {vhioh was sufﬁeiently
high (90% or more) to qualify as monetary gold. Two-thirds of the bars found at Merkers were Prussian .

33



DRAFT 06/30/00-NOT FOR CIRCULATION
was referred to as non-monetary gold®® and the latter as monetary gold. The American
military also seized gold that was neither monetary nor non-monetary. It clearly was
identiﬁablé because it beionged to residents of Germany at the time of the Allied victory,
but it was not monetary because its degree of fineness was too low fo‘r it to be integrated
into the reserves of a céntral bank. This particular form of gold was‘eventually feferred
 to as Lavé 53 gold because it had been séi'zed as a foreign e_xchange aséet under Military
Government Law No. 53, enacted in MayA1§45..5 ?

The Anierican military auiheritiés in charge of the FED sought counsel from
civilian policymakers in Washington over the disposition of gold‘and other assets ih their
custody. A delegation of specialists from the Treasury, the Mint, and the Federél Reserve

assisted the FED in its inventory of the Merkers gold and produced.an initial estimate in

August 1945.

Mmt bars. See Slany I, 162-171. ‘

%8 9old that had been surrendered by individuals to the Germans and other gold that had not been part of a
country’s monetary reserve. Draft Cable, E.J. Cassoday (OMGUS) to Chief of Staff United States Army,
February 2, 1948, NACP, RG 260, FED, Box 444 [200965-967].

59 anate—sector gold, Law 53 gold, non-monetary monetary gold—these were some of the expressions
used to characterize this type of gold for which the American restitution bureaucracy had no clear-cut
method of treatment and distribution. Ultimately, most of the Law 53 gold—which was identifiable—was
infused into the German economy. Some of it found its-way into the Federal Reserve Bank of New York.
Abba Schwartz, representative of the Inter-Governmental Committee on Refugees (IGCR) in the US zones
of Germany and Austria, claimed the Law 53 gold as heirless gold to be used for relief and rehabilitation.
The Gold Team does not know whether the US military officials in charge of the FED and at the Finance
Division of OMGUS honored Schwartz’ request. NACP, RG 260, FED B 394, H. D. Cragon to
Commanding Generals, 31 May 1945, Although the FED was supposed to receive all Law 53 deposits, as a
result of the redeployment of personnel in late 1943, early 1946, that task was reduced to the receipt of
specific classes of Law 53 assets., pursuant to instructions from the Foreign Exchange and Blocking
Control branch of the Office of Finance, OMGUS. In one case, a deposit of securities found at the
Dresdner Bank of Munich was not qualified as a Law 53 asset because its owner was clearly a Nazi
institution—the NSDAP. Brey points out that most of these assets have not been inventoried. Among
these assets are gold coins, gold bars, and gold powder from Reichsbank branches in the Russian zone of
Occupation, NACP, RG 260 FED B 395, William Brey to Deputy Director of Finance, OMGUS, 9
October 1947; Paragraph 16-624.1 of Military Law 53 defined commercial gold and silver as “gold and
silver whereof less than eighty (80) per cent of the value derives from the value of the gold or silver
content, as distinguished from the value of other materials or workmanship involved. Metal in this form is
considered as not in bullion form, and hence as not falling under Article VII, 11 d, v. of Military
Government Law No. 53.” Paragraph 16-625 referred to Property of Stateless and Displaced Persons in

- 34



DRAFT 06/30/00-NOT FOR CIRCULATION ‘

MeanWhile, the Stéte Departrhen_t and the Treasury'ignored the differencé»

~ between victim gold. and monetary gold in their dealings With the neutral coﬁntries over
the restitution of looted gold and other valuables.** It is as if the noﬁoﬁ of victim gold
was relevant to events in the European Theater of Operations, but sorﬁehow did not fit |
into the diplomatic negoﬁatiér;s n'owgv beiﬁg undertak.en. by State and Treaéury ofﬁciais
with the govemmenfs of the neutral countries. Such compartmentalizati§n and non-
differentiation betwe¢n victim gold and monetary gold mitigated again.st( the likelihood
that 'victirns of the Holocaust obtaining greater 'cbinpensation for the hafm ‘and’ misery -
that they had been put througﬁ during the Nazi years. No documents were fdund that

. explained why victim gold did not entér into the discussions with the neutral countries.

" The conclusion, theréfore, is that State and Treasury officials made no att;mp;s to

differentiate betWeeﬁ gold having belonged to individual victims’and gold ‘t‘hat was stolen
from the monetary reserves of occupieci countriés in their looted gold négotiations with
the neutral co.untriesi US ofﬁcials WEre anxious to reach settlements with 'the

'govemments of he’utral cduntries o§er how much gold sﬁould be restituted fo the Alliés
for the purpose of compensating nations that had iost part of their monetary reserves
during the war. | | |

‘The gold p‘oolr
For a short while, American ofﬁcials discussed the possibility of returning to the

rightful owner the gold that was identified as being its p;of)erty. For instance, gold

identified as belonging to the National Bank of Bélgium would be returned to the Belgian

Germany. These individuals were obligated under Law 53 to hand over to MG authorities their “foreign
exchange assets.”
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government and so fonth. But this option was tufned down because State Depaltment'
officials beheved that it would lead to great imbalances in the dlstnbutlon of go]d from
one country to the next. F urthermore as Treasury 1nvest1gators uncovered in their
examination of captured Reichsbank records, many gold bars and coins t'hat were
originally minted in Belgium and the Netherlands were melfed down intp Prussian Mint
~ bars to hide their original provenance.

Identifiability entéfnd the gold restitution debate.®' Laborious research was
needed to retrace the process by whicﬁ bars had been cnnﬁsnéted, transferred té Berlin,
sent to the Prussian Mint, melted down.and recast-into Prussian Mint bars, stampéd in
some cases with pre-war dates to hide their 100@ status, placed in the monetary reserves
of the Reichsbank. In most cases, these bars were‘then shipped «toﬁthé Reiéhsbank depot‘
account nt the Swiss National Bank or snld to the éentral banks of nentralxcountries' fnr an
equivalent amount of foreign exchange—Swiss francs, US dollars, Poﬂuguese egcudos,
for the most paﬁ. ‘ |

In the fall of 1945, State Dep‘artment officials pressed ifs Allies to accept the idea
of piacing all the captured gold into a gold pot from which the gold would be distributed
on a pro-rated basis which {Nould be equitable for all countries laying claims to the

captured gold.62 The gold pot eliininated the issue of identi1?'1ahlility.63 No despoiled

% Slany II, 46. Dr. Slany notes in the case of Portugal that no effort was made to determine victim origin
of the gold that the Portuguese government acquired from Germany or received from Germany in payment
for war materials.

5! In the wake of the Merkers discovery, the State Department worried about the polmcal implications of
restituting identifiable gold to the country of origin: ... Department believes gold recovered in Germany
should be presumed to be unidentifiable unless convincing evidence to the contrary can be presented.”
From Grew to Winant, April 27, 1945, No. 3315, FRUS, Diplomatic Papers, 1945, Volume IiI, pp. 1200-
1201, Department of State Publication 8364.

52 The idea of the gold pot had already been established in late April 1945. From Byrnes to Harriman,’
April 28, 1945, No. 970, , FRUS, Diplomatic Papers, 1945, Volume 111, Pp. 1201 1202, Department of
State Publication 8364.
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country could receive its own gold since most of it was difficult to identify. In the minds
of State Department Aofﬁcials, time was of the essence to return as much as gold as
possible to nations recovering ﬁoﬁl'the war years.** US officials viewed the return of the
gold as a necessity in a world where the value of a nation’s currency rested on the
stability of the gold market.*> Thus, tﬁe restitution of monetary gold became an integral
part of post-war American foreign economic policy towards forrherly occupied countries.
The policy of restitution of monetary gold was intértwined with the need to build
strohg political and security ties with those recipients of resﬁtuted gold; the ﬁltiinate
political objecﬁive of this policy was to deter those cduntries from félling under the sway
of the Soviet Union and to defeat perceived Soviét aﬁempts at subverting the internal
stability of Western European nations. In order to pay for needed commodmes these
countries had to obtam dollars. The only way that they could gain access to dollars wa;s

by sellmg their gold reserves and receiving loans from the IMF. The sooner these

83 «“For administrative convenience (since a great deal of the gold is either unidentifiable or bears
questionable markings) as well as for reasons of economic policy regarding gold, it was desirable to avoid
the restitution of identifiable gold to particular countries.” Final Report on the Paris Conference on
Reparation, November 9, 1945, to December 21, 1945, James W. Angell, February 18, 1946. NACP, RG
260. Box 420. PP 103-104. [217961- 962].
% Many European countries recovering from the woes of the Second World War were forced to sell a

_ considerable portion of their gold reserves in order to pay for critical imports. These reserves fell from

"$10.6 billion in 1945 to $7.6 billion in late 1947. However, owing to increased eamings on world markets -
and considerable foreign aid from the United States, these same countries were able to sustain their
recovery during 1948 and 1949. Nevertheless, US officials made a strong case for early restitutions of
monetary gold to those countries in 1947 and 1948, * See Intelligence Report No. 7616, Europe’s dollar
balance, prepared by the Division of Research and Analysis for Western Europe and Division of Functional
Intelligence, December 11, 1957, page 21, RG 56, Entry 68A2809, Box 28, EUR/3/00, NACP. There is no
consensus on whether the fears of the US foreign policy establishment were well-founded that the
restitutions of monetary gold needed to be accelerated in the late 1940s in order to prevent major economic
catastrophes in Western Europe. Perhaps, the hysteria over the paucity of means was partly orchestrated to
justify hard-driving American posturing in Western Europe against the Soviets as much as to convince the
Europeans to accept the American model for post-war recovery that was enshrined at Bretton Woods.

-. % See W. J. Busschau, Notes and Statistics on Gold, April 26, 1957, RG 56, Entry 68A2809, Box 26, _

World/2/300 Gold report and statistics, Vol. I, NACP. Busschau argues that “the official hoarders of goid

(State treasuries and Central banks) remain eager to acquire the metal, and freely accept it in payment of

international debts. Gold-offered in payment through official transactions remains a means of acquiring
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countries were Banded gold from thé gold pot as ~.res’c_itution foritheir warfifne iosses, the
séoner they could convert thesé gold inflows into dollars, pay for limpo.rt's with these
‘newly-acquired dollars, and help ;ubsidize: the expansion and growth Qf America’s export‘ '
econémy. It was a well-hewn plan hinging én one fundament'al _bﬁnciple: rﬁaintain the
primacy of gold as the quine of international trade. l |

The gold pool Was the principal mechanism of restitufidﬁ of mbnetary gold Aat the
~ Paris Reparatibns Confereﬂce of Novembef—December 1945. ‘The pﬁnciples of the Paris
Reparations Coﬁference weré fatiﬁed in mid-J énuary 1946 and a fonnuia was.approv'ed
to compensate victimé of the Holocaust. Later on that year, an entity called the Tripartite
Cotnmission for the Restitution of Monetal:y Gold (TGC) was .cr‘eated in S‘eptember‘ 1946
to oversee the djstribution of the monetary gold.®® At this fi_me,' the Aliied powers were |
ensconced in bitter négotiatiqns with th Swiss gdvemment over its transactioﬁs in looted
gold and the amount of:s’o-cal‘led German liquid and t.angible. assets in Switzerland

available for seizure by the Allies for reparations purposes.

any paper currency, while gold has been given a definite place as a means of discharge of international
indebtedness...” (page 1). A -

8 Letter Russell H. Dorr to Sir Desmond Morton, June 7, 1946 with attached United States Proposal for
establishing a Tripartite Commission on Restitution of Gold, NACP, RG 84, Entry 2113M, Box 1 [206290-
292]. “Terms of Reference,” Tripartite Commission for the Restitution of Monetary Gold, copy of page
563 of The Department of State Bulletin, Vol. XV, No. 378, September 29, 1946. RG 84, Entry 2113M,
Box 1 [206288-289]. The Tripartite Commission for the Restitution of Monetary Gold (TGC) was
established to fulfill the obligations of the governments of the U.S., the U.K. and France in connection with
Part III of the Paris Agreement on Reparation. The Paris Agreement had mandated the restitution of a pool
of looted monetary gold that had been found in Germany by Allied forces or recovered from third
countries to which it had been transferred from Germany. Officially beginning on September 27, 1946,
The Commission met in Brussels, Belgium, where each of the three governments was represented by a
commissioner and a deputy commissioner. After the war, the bulk of the gold destined for the gold pool
was held at the Foreign Exchange Depository in Frankfurt. Soon, the TGC opened a gold account at the
Federal Reserve Bank, New York, later at the Bank of England, still later at the Bank of France. The Gold
Commission was responsible for the restitution of 10,817,021.139 ounces (336,446.9667 kg) of fine gold,
valued, using the post-War price of $35/ounce, at over $378,595,739. The Commission solicited claims,
and required detailed and verifiable evidence from claimant countries to support them.
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The May 24, i946, Washingion Aépord between the Aliies and theASwi.ss
government accelerated tﬁe weakening of the Gold Declaration of February 1944. The
Allies agreed to 'give a ‘;clean bill of health” to the looted gold that the Swiss had
acquired from the Germans. Thus, any looted gold in the posvSession of the Swiss
government at the time of the signing of the Washingt(;n Accord no 101:1ger was subjéct /tb
seizure for inclusion in thé gold pot. | | | |

The Washington Accord removed one of the‘biggest hurdles faVcing the frce flow
of monetary gold in the postwar world. Any looted gola transferred by the Swiss
government to its earmark accounts in neutral countries, Great Britaiﬁ, the Uniteé States;
and elsethre was allowed to cifculate freely in the internétional gold marketplace.
Since the Swiss Nﬁtional Bank had acted as a fiscal agent for the Reichsbank in its gold
transactions, any gold held by the Swi.ss for account of the Reichsbank was off—premise
and could not be subject to claims by despoiled countries or to seizure by Alliéd
 authorities as a German external asset. '

In July 1946, the Allies signed a similar agréement with the Swedish government
ovér looted gold that the Sveriges Riksbénk had vauir_ed from the Germahs during thé
war. The Swedish Accord created thé precedent 'by thch looted bars acquired through
third-party transactions from the Reichsbank were exempt from claims and seizure. AIt
overturned a kéy component of the Gold Declaration of February 1944 wherel;y the
Allies condemned all tr&insactioné, both direct and indire;ct, inVolving gold purchases by

the neutrals froﬁxfhe Axis.b

% When the Swedish government expressed its intention to return looted gold in its possession regardless of
source, the US negotiators—Seymour Rubin of the State Department and Orvis Schmidt of the Treasury
Department—responded in the following manner: “It was suggested that Sweden subscribe to the theory
that the first purchaser of loot is liable for restitution, in order to avoid a claim arising against a first
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The Allies ga\;e thié gold a clean bill of health in exchange for the few-
coﬁceésions that the Swedish go{*ernment was willing to grant them. "The Swiss and
Swedish‘accofds prdvided the legitimacy néeded for ,tﬁe Federal Reserve Bank‘ of New
York to pursue its ldng-étanding non-discriminatory policy. towards gqld i.nﬂou?s into fhe |
United States, regardless éf the origin of the gold, whether it be victim gold that had been
re-melted into monetary gold or monetary gold taken frdxﬁ c'entr_a'l banks in Europe either
recast into Prussian Mint bérs or ’bearing the stamps of the Reichsbank.

According to Dr. William Slany, chief historian of the Department of the State,
the decision to overturn or weaken the Gold Declaration was arbitrary and not 'found‘edv on
any law, itk wés clearly a foreign i)dlicy deciéién aimed at én'suring normalcy invthe gold
trade, good relations with the neutrals in thé post;war era, and reassuring the FRBNY that
it coﬁld continue to buy géld unféttered by coﬁéiderations of oﬁ’gin‘68 This decision -
exempted all indirect transactioﬁs involving looted gold from claims and seizure by
Allies.

- The Allied settlements gave all looted bars and coins a clean bill of hezilth, |
including Prussian Miht ba;rg. But the United States government soméhow could not get
around to treaﬁng these bars in .the same fashion as it treated other gold bars of various

refiners. Until 1956, the Treasury Department was very careful about the acquisition of

purchaser after loot had been restituted by a second or later purchaser, as in other business transactions.
Mr. Valensi [the French negotiator] pointed out that the Swiss government had settled on this first
purchaser principle. In support of the first purchaser principle, Mr. Schmidt explained that law and equity
considerations lead to the utilization of this particular theory as well as practical considerations. Mr.
Schmidt explained that in our view Swedish hands were clean in the gold dealings with Germany, but that
Sweden should have examined more carefully gold purchases for loot bearing in mind the old concept of
caveat-emptor.” The Swedish government reaffirmed that it wished to restitute all looted gold in its
possession, regardless of source, and that it had accepted the German iterations of the origin of the gold as
being of pre-war mintage. See Minutes of Swedish-Allied Safehaven negotiations of June 13, 1946, as
Enclosure to Despatch No. 1503 from Department of State to the Officer in charge of the American
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bof Prussian mint b.ars by the US government. FRBNY officials conducted several audits
~ of the gold bars earmarked in foreign central bank accounts to determine the number of
Prussian Mint bars on deposit in their midst. Treasui'y officials also raiséd concgﬁs :
about the pledging of these bars as collateral\for international loans financed by
American commercial vb‘ank‘s‘;(’g |
Treasxiry officials reported in 1949 that bars éhipped by the Bank of Poftugél to its
earmark aécount at FRBNY and which \&ere slated for transfer to the account of the BIS
were “Gold Declarat‘ion” bars, i.e., o’r: looted origin.” Nothing was done to pr,event. the
transaction, although the United States hgd' not yet si gned a gold settlement with the
A Portqgucse government, an actiqn that would have effecfively “washc-:df’TI all looted bars
shipped by thatk bank fo the FRBNY Aeit}‘ler on depot or for sale to the Exchgmge
Stabilization Fund.” | | o ) |
Although concernéd about remaining in coméliance with intefnational agreements
goveming looted goid, Federél Reserve Bank officials recorded their émoyance inthe

late 1940s at impediments to the free flow of gold in the international marketplace and

Mission, Stockholm, Secret, July 30, 1946, RG 84, US Embassy in Stockholm, Sweden, Entry 3197,
Conﬁdentlal Files, Box 5, File: Safehaven, 1946, NACP, [ ], pp. 3-4. '

Interv1ew with Dr. William Slany, June 23, 2000.

5 An apparent inconsistency considering the fact that there were no legitimate reasons in the eyes of the
Federal government to reserve these bars for special handling since the settlements had “washed” their
provenance.

" E. B. Keyes[FRBNY] to E. S. Rothman [FRBNY], April 8, 1952, Gold bars imported from Poland and
11 gold bars imported from Portugal and earmarked for BIS a/c, Foreign Department Divisional Files, RG
Non-records reference materials, Federal Reserve Bank of New York, Box 2, Binder 6, NACP, 205130.

”' The gold settlements which the United States signed with the various- neutral countries effectively
exempted the looted gold still in the possession of these Countries to be freely transacted with other central
banks without fear of being attached by or subject to claims from countries that had lost these bars under
Nazi rule. In other words, the gold settlements facilitated the re-circulation of looted gold on the
international gold market.

72 As a further indication ofthe loss of interest by US government officials in the enforcement of the Gold
Declaration, the Treasury Department’s Legal Division informed the FRBNY in July 1949 that Portugal
was the only country of which the gold shipments to the United States were being screened under the Gold
Declaration. They were no longer interested in lists of gold bars imported from other neutral countries.
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wished for thé day when they woula not have to explain to their foreign clients why therer
were so many restrictions placed on the circulation of gold.” Clearly, the“yarious
international declarations passed by the Allied powers and endorsed or sponsored by the
* United Stateé govment since 1943 were not gO;)d for business as usual. But the Allied-
agreements removed all fears of reghlation, ovcrsight, monitoring, and intervention by
the Federal goivernment from the gold markét.74 | | |

; The Allied settlement with Spain in May 1948 conﬁrmed the results of the
Swedish settlement and upped the pég;)ti“étigg ante by one ruhg. 0f94 tOﬁs of looted
gold that the Spanish government was suépected of having pulichased directly or
indirectly from the Reicﬁsbank between 1942 apd 1944, the Allies held the Spaniards

accountable for only eight bars of clearly identifiable Dutch ‘gold.75 The Allies exempted i

Pricher to Files, July 11, 1949, RG 82, Non-record reference materials, Federal Reserve Bank of New

York, Box 2, Binder 6, NACP 205021.

™ Exter to Overby, August 6, 1956, RG Non-record reference materlals Federal Reserve Bank of New

York, Box 2, Binder 6, NACP, 205116,

7 Norman P. Davis to Elting Arnold, January 12, 1956, Prussian Mint gold bars, RG Non-record reference

materials, Federal Reserve Bank of New York, Box 2, Binder 6, NACP, 205118, “Accordingly, the

Prussian Mint bars distributed by the [TGC] have been given a ‘clean bill of health’; and similarly such

Prussian Mint bars that were held by Switzerland at the time of the 1946 Understanding have likewise.

received such a ‘clean bill of health’;. .. other Prussian bars of whose existence we are aware have been

given a ‘clean bill of health’ under international arrangements to which the United States government has

been a party.” '

7> When the State Department negotiators were given the opportunity to review the gold ledgers of the

_ Spanish Institute for Foreign Exchange (IEME), they took into consideration the “direct purchases™ of gold
from the Axis but they excluded all “transfers of gold for the account of the Reichsbank.” The negotiators

" confirmed that “many of the bars” were looted but they would not hold the Spaniards responsible for these
bars because of the first purchaser principle enforced in the Swiss and Swedish agreements. Harold M.
Randall, commercial attaché, US Embassy in Madrid, Spain, to Secretary of State, Despatch No. 5,
Preliminary report on study of Spanish gold holdings, January 2, 1948, RG 56, Entry 66A816, Box 2, File:
Looted gold: Spain, Vol. I, NACP, [ ]. Also cited in Slany II, 78, fn. 74. There is no reference to this
crucial distinction in Slany II, the application of which depressed severely the estimates of looted gold
shipped to Spain from the Axis with or without the assistance of the Swiss National Bank. Nevertheless,
Dr. William Slany, in response to Spanish complaints about his findings regarding Spanish wartime
acquisitions of looted gold, observed that a large percentage of the gold imports into Spain were made in
payment for the illegal wolfram trade with the Axis, thereby inferring that the U.S. relied on an incomplete
set of records dealing with these gold inflows. The Spanish Commission reiterated the findings of the US
Embassy in its 1997 report by not taking into account those gold imports which were not recorded at the
IEME. Furthermore according to Dr. Slany, the Spanish Commission did not seek out “the records of
SOFINDUS, the Spanish Foreign Mxmstry, or any broader span of official wartime records” to complete its
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purchases made through the B;cmk of Poﬂugal,’ the Swiss National Bank, or other
financial institutions, by declaring that the Spanish government had acquired them in
good faith, i.e., with no prior knowledge of their looted status. In exchange for this -
ekplicit statement of good faith, the Spaﬁish govermrient signed the settlement with the
Allies.. The agreement lifted all restrictions.on Spanish international gold transacﬁons
and released Spain from all responsibilities under the Gold Declaration of 1944. For
instance, it could use the looted géld that if had not surrendered to the Allies’as
guarantees for 'commerciél loans.”®

The Turkish govemment, although willing to surrender the equivalent of $3.4
million of goid to the Allies, ﬁever signed a gold restitution agreement with the Allies.”’
Despite its refusal to comply With wartime iﬁternational declarations against Axis looting,
Turkey was nevertheless admitted té the World Bank and the International Mohetary
Fund, and bencﬁted from international loans and grants in the postwar era that the
National Advisory .Council of the Federal Reserve System (NAC) favored for the sake of
postWar international security: The Al]ies were ndt willing to jeopardize inaj or secuﬁty |
negotiations with the Turks for the sake of restituting some thr¢e and a half million _
dollars of looted goldA. To this day the Turkish government has not surrendered a single
coin or bar as restitution for the looted gold that it received dui‘ing the war in payment for

chromite and other strategic commodities.

investigations into looted gold inflows in Spain during the war. Those records would have confirmed

wartime and postwar US findings pertaining to the massive flow of gold into Spain between 1942 and
"1945. William Z. Slany to Under Secretary Eizenstat, June 25, 1998, The Use of Looted Gold to Finance

German Wartime Imports from Spain, Pamcula.rlv Wolfram, p. 2, Office of the Historian, US Department

of State.

7 Enclosure No. 1 from Paul Culbertson. Charge d’affaires ad interim, May 10, 1948, to Despatch No. 254,

signed by Harold M. Randall, Commercial Attache, US Embassy in Madrid, Spain, to Secretary of State,

Confidential, RG 59, Confidential Files, 800.515/5-1048 Series, Box 4245, NACP, [].

" The Allies rejected the Turkish offer as too small.
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The Aliies Settled the looted gold issue with the POMguese goveminent in late
1957. As with the Spanish settlement, the Portuguese government insisieo that it had
purchased ‘the looted4 gold in good faith and would only reiurn a tenth of what it )
acknowledged that it had acquired during the wartime years, or 1ess th'anvfour tons.”®
Once again, international seourityiarrangements dominateci the conversations between kthe
iiegotiators.

The gold policy of the United States \&ias not desigried to"be ﬂexible in any way,
shape or form. .I.t is unclear whether the framers of the Gold Reserye Act of 1934 had
envisioned a fixed price for'goid asa pei‘illaheiit fixture of the international monetary
system. Even Roosevelt ha(i expressed reservatioiis about maintaining the dollar gold
standard. Bilt the United Stetes governmerit was ensnared in its owii logic by aecepting
to become the globa] storehouse of monetary gold. Morgerithau and White turned the
situation to the advantage of theiUnited States. They artieulated a master plan by which
the United States would become the major economic power broker of the postwar world.

The gold settlements with the neutral countries produced pol1t1ca1 and economic
results that had far—reachmg consequences in the postwar world. On the mtematlonal
political front, the Portuguese government gave the United States access to the Azores

Islands for ﬁve years as forward air bases for the US anned forces ‘The Turkish

7 The Bank of Portugal was brazen enough to assure the US Ambassador in Lisbon, Portugal, that “no gold
was ever shipped to Portugal from Germany” and that gold from Germany came indirectly through other
countries. At the time that the Portuguese central bank made this claim, the US had enough information in
hand to demonstrate that the Portuguese government had purchased substantial quantities of looted gold
directly from the German Reichsbank’s depot in the Swiss National Bank. Baruch to Secretary of State, No.
390, Secret, May 4, 1946, RG 131, Entry: Foreign Funds Control, Box 335, File: Pehle, John, NACP,
207942-943. When the Portuguese government offered to sell part of its gold holdings to the Polish and
Swiss central banks in 1947, the American response consisted of providing “friendly advice” to the
Portuguese government not to sell the gold until a settlement was reached over looted gold. From Douglas,
London, to Secretary of State, No: 2463, April 28, 1947, RG 131, Entry Foreign Funds Control, Box 325,
File: Pehle, John, NACP, [2079 15].
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authorities allowed the United States to build bases in Turkey for the 'pﬁrpose of listening

in on the Soviets. The Spanish government allowed the United States Navy to bu11d a

| major re-supply station on 1ts Medlterranean coast. Switzerland became the most

important postwar gold broker in Europe, a good reason for which the Umted States

government enoouiaged good felatiéns between the Federal Reserv.e system and the

| Swiss Nétional Bank: Sweden also offere& strategié benéfits to the American Amilitary
because of its position aé a northern listening post and monitoring station of Soviet .
activity. |

The two Slanf reports spent little ﬁmé expiaining ﬁlc glaﬁﬁg iriconsiSténpies

pertaining to the actual amounts of gold that the neutral countries had accepted from the
Axis as payment for .comr'noditics and foreign exchange. The Gold Tealh’s research
indicates that the Allied hegotiating teams were uﬁébie to recoﬁcﬂc; vtheir estifr;ates of
looted gold purchased by and transferred to the neutral counfries dun’ng the war. In the

' rushl to settle with the Swiss government—the main recipient of gold looted by the Axis
powers—the US government offered a minirhal and a maximal estifnate of looted gold
acquired by the neutrals between September 1, 1939, and Mdy 8,1945. US negdtiators,
who took the lead in all the gold settlement talks, were free to work vﬁthin such aranée
without fea;' of miéreprésenting the actual vinﬂow of looted gold into the neutral countries.
For the pﬁrpoée of obtaining concessions from the neutral countries, the US negotiators
acted in concert with their British and French colleagues té bring down!the estimated
totals to “reasénablc” levels from which to begin a negotiaﬁon that would lead to the

) desired outcome—a settlement on a symbolic amoﬁnt of gold to be restituted to the TGC

in exchange for significant political, strategic, and commercial concessions. The most
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| important outcome of these settlements was the reaffirmation of the gold policy of the
Unlted States accordmg to which gold should be free to circulate regardless of ongm
The gold identified by the US as looted but Wthh did not fi gure in the final restitution .

settlements was released for circulation,

" When the negotiations with the Portuguese government failed to produce a settlement, Seymour Rubin,
the chief State Department negotiator of the Swiss and Swedish agreements, advised his colleagues at the
State Department that the lack of an agreement with Portugal meant that the United States was “compelled
to continue indefinitely its policy of non-acquisition of gold from Portugal.” He also warned that failure to
reach an agreement implied that a “new method of dealing with this problem™ would be used upon
recommendation by the Inter-Allied Reparations Agency (IARA) assembly. The Gold Team has not been

" able to ascertain the exact role that the IJARA played in the gold settlements with the neutral countries. But
it is a topic worthy of pursuit, due to the major discrepancies between estimates of looted gold in those
countries and amounts actually restituted. Seymour Rubin'to Mr. Baker [George Baker], Subject:
Portuguese Gold negotiations, October 23, 1947, RG 59, Lot 70D516, Box 13, File: Spanish loan to
Portuguese, NACP, 207716-717.

46



